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Brussels faces 
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World News 


Business Summary 


W Germany W European 
andUS reach takeover 
accord on deals surge 
reunification to $51.7 bn 


The US and’West Germany’ ' 
have reached a broad under- 
standing on a timetable and ■' 
framework for German reunifi- 
cation^ 

A kty feature of the accord, 
reached late bn Friday at a 
meeting in Washington 
between Mr -James Baker, US - 
; Secretary of State; and Mr. 
Hans-Dietricb Genscher, West 
German Foreign Minister, is 
.that West and Bast German 
leaders win open talks un eco- 
nomic and monetary untoa 
immediately after the Mardi 
18 elections in East Germany. 
Page 18 

Israeli .bus deaths . , - 

Masked gneunra lolled e ight 
people and wounded at least .'. 
seventeen when they attacked 
an Israeli tourist has with gre- 
nades and machine guns near. 
Ismafliya, Egypt, hospital offi- 
cials said. Page Iff - 

Yugoslav Party split 

Slovenia, Yugoslavia’s most 
westernised republic; became 
the first to spHt' from the 
League trf Communists which 
has ruled the country since . 
World War Two. Page 2 ' 

Storms kfH 29 

Gales Jailed 29 people and . 
injured dozens more In France 
and West Germarty<mS«tur- 
day, leaving scenes' of devasta- 
tion in their wake, agencies - 
report Page 3 ; 

Brucan resigns 

Silvia Bruean, leader of 
Romania’s ruling National Sal- 
vation Front, resigtadbecanse 
Rnmania w politics had become 
“dominated by personal ambk 
tinn, caww rwin ij WiIj n^Ml , 

flunkeyisim” Page 1 1 ‘ j 

Azerbaijan talks off 

Armenian negotiators broke 
off talks with Azerbaijan after 
the Armenian AR-Ifetional 
Front m Yerevan charged the 
Azerbafian.People’s.Front.with, ; 
pressing Armenian residents 

in _. c 

TIudsbAejM^s'. 

Intervention by Thailand 's 
senior military cotomaTHters 
has brought attendtothe 


'■ ALMO£TF1 1 300 cross-border 
mergers and acquisitions with 
a disclosed value ofEcu 45.3bn 
(SSL.7bn) were made in western 
Europe last year. most of them 
iil the second sir months, 
accenting to Translink’s Euro- 
pean Deal Review. Plage 16 

ACCOR, French hotels group, 
has bought a stake of about 
18 per cent in Mandarin Orien- 
tal international, Bong Kong- 
based luxury hotel chain for 
HKgSTOm ($4Sm). Page 19. 

EUROPEAN Monetary System: 
The IVMarii was little changed 
against the dollar last week. 
This coupled with, a firm 
French franc-- on better than 
expected French trade figures 
-kept pressure off the EMS. 
The Italian lira was generally 
the firmest currency, dose to 
its divergence limit against 
the weak Danish krone and 
Belgian franc. On Friday the 
Era touched its highest level . 
against the D-Mark for nearly 
two months. 


February 2.1 990 


GRID 


3% 



ECU DIVERGENCE 

s% COG , 




kok 

fry's fqreJgfrl 

IIS rift over warming 

USPresWentGeorgeBushand 
his senior advisers sought to 
resolve a spitt iirthe Adminis- 
tration over global waranng 
ahead of a speech Im is to 
deliver to an lntarnational 
environment conference in 
Washingtbn_today. Page 16 ; - 

,E Beirut batttos on 

Warfor control of Christian ; 

’ East Beirut cantfanwd, wfthi . 
at least a thonsand^of 
General MichelAoim’s 15,080 
troops detecting ^-800 to tte 
ChnstianPhalange mUitiaUzid 
400 to the rommand <rf General 
Emile Lahoud in West Beirut, 
said secuntyforcesw Pag»3 

Chbiaginig heU •- 

Fifty-nine people belonging 
■ to a gang who havebemi: prey- 
ing on train passengers for _ - 


arrested in Zhengzhou, capital 
of Henan pro vtace, China. 


Slkhaldfl six 

Sikh e xtr e m lats hdd up a bus 
naavArarltsar and shot dead . 
thr£0 F«fcce guardB and three 
passengers in a campaign -*. ! 
which bas clahned at least 200 
Hves thisYear. 

SabbatfvbanSfted 

Chief Rabbi Mdnlebhai EHahu 
lifted a banbn air travel on ... 
the Jewish sabbath far Soviet 
Jews, saying their coming to 
Israelcoulasave t he i r itves. 

Nepal fcliv tete heM 

‘ Seventy members of the Out- 
lawed Nepali Congress Party, 
winch favours a Wesfrmsiyle 
multi-j 

have beenarrested. 


KEY • _JtL . 

□UbJI^ BCUW NDay Postton 

Tke chart shows 'ike constraints 
on EMS exchange rates. The 
upper grid, based an the sys- 
tmSteeatesUumym, defines 
the cTOS&rates flian which only ' 
thepeseta man move by more 
than 2\ per cenL The lower 
: chdrt-gfoes currencies’ diver* 
genet from the central rate 
against the European Currency 
■ Unit (Em). •” 

BANK OTEngland wfitt today 
addits wei^it to a campaign 
to persuade the European Com- 
mission to-amend a draft direc- 
. free which, it is daSmed, would 
(friveinvestmentbuffliiess 
aw a y fr om the EC. Page 32 

PATHS CommunlcaMiHM, the 
Hollywood film company that 
- took over the assets of the^now 

PjtnrtrBJ flhnft, hag acUd 
41 cinema theatres in the UK 
3Uid Netherlands to a Dutch: ■; 
investment vehicle owned by 
Fbfinvest: Page 19 

ROVES GROUP, the leading 
; UK car producer; is consider- 
ing the introduction of threo- 
sEuft, nmnd-the-dock working 
on tuie.cd its-assembly tinea. 
Pages - 

KfPFOHlJFE, the world’s 
largest insurance company, 
is to take a stake of nearly 4 
per cent in Banco Bilbao Viz- 
caya (BBV), Spain’s largest 
commercial .bank. Page 19 

HAROLD S3CHMONS, the Dal- 
las corporate raider, has said 
in a x^iOatniy Citing be might 
try to win control of the board 
of Lockheed, the US military 
aerospace group. Page 19 


BAT INDUSTRIES 

BAT, tobacco-based congtamer- 
- ate wbidi has been under . 
tpreatfrom SSr James Gold- 
■ smith’s Hoy lake consortium , 

has had to reveal potential 
defensive strategies to the Illin- 
ois insurance department 
These range from a leveraged 
: 'partial daposal of tobacco 
interests to suggestions that 
Japanese investors take 10-30 
per cent of equity . Page 21 


Ferranti shareholders meet 


FERRANTI International 
shareholders ‘are meeting in 
London today as final details 
are put together air negotia- 
tions expected. to result in. Mr 
Eugene Anderson,: the former 
chief executive of Johnson 
Matthey, succeeding'Sir Derek 
Ahm-Jones as chairtnan. 

-Several salary. details ^ are 
thought to be 'outstanding and 
untd tiaae are ironed out the 
company refuses to 'announce, 
the 'move fiHtoatiyj.hnt 'lt h 88 
become an opensecr^ that Mr 
.Anderson is b efny lined ng. to 
take pverthe chair. 


ers r - t mheting at company head-. 
Quarters to approve a £L87m 
((3T4xu) rights- issue, will 


almost . certamly be adjourned 
to keep the issue on ice as an 
• insurance policy until Ferranti 
. receives payment of £31Qm 
'.tram General Electric Com- 
■ pany of the UK for its radar 
^.division. 

- If the 6EC deal goes through 
’ak smoothly as ejected, Fer- 
ranti may choose not to use 
’ any rf the capital' available in 
; the ri^rts issue, or it may scale 
dtom the share offer. 

The rights issue w as ne goti - 
ated with several institutions 
, to tide the company over a cri- 
' sis caused by the alleged' £215m 
fraud aV International Signal 
' andCotoroL itsUS subsidaiy. 

Upgulded yri— iiA which crip- 

piedFerranti, Page 10 


MULTI-PARTY SYSTEM, PRIVATE OWNERSHIP AND POLICY RESTRUCTURING ARE ON AGENDA 

Gorbachev ready to 
challenge right of 
Party over reforms 


By Quentin Peel in Moscow 

MR MIKHAIL Gorbachev, 
Soviet leader, will today chal- 
lenge the central committee of 
bis ruling Communist Party to 
abandon its monopoly on 
power, tolerate the existence of 
a multi-party system and allow 
private property within a mar- 
ket economy. 

Reports suggest that his 
sweeping plans to overhaul 
both the party structure and 
its policies will be presented 
intact, with Mr Gorbachev 
openly daring party, conserva- 
tives in the central committee 
to reject them. 

Rumours in the Soviet capi- 
tal over recent days also sug- 
gest that he may finally force 
Mr Yegor Ugacbev, his most 
conservative colleague in the 
rating Politburo, to quit. 

Mr Gorbachev has been 
forced to raise the stakes in his 
struggle with party conserva- 
tives to ttmiirbriti the momen- 
tum of reform, when his poli- 
cies have come under 
increasing fire for foiling to 
cure the country's economic 
ills while releasing pent-up 
nationalist aspirations across 
the Union. 

The Soviet leader has clearly 
been marshalling all his forces 
in advance of the critical ple- 
nary meeting of the central 
committee today and tomor- 
row. The meeting has to decide 
on reform of the Party and its 
political platform, to be 
debated at the Party congress 
planned for the autumn. 

A string of grass-roots 
revolts against conservative 


figures in the provinces has 
been followed by revelations of 
corruption, both petty and 
large-scale, in the Party and 
government 

Mr Gorbachev is believed to 
have intervened to give the 
go-ahead to yesterday’s huge 
pro-democracy demonstration 
in Moscow, which brought the 
centre of the capital to a stand- 
still. The whom tenor of the 
demonstration was to urge Mr 
Gorbachev not to make any 
concessions to conservatives. 

The most detailed account of 
the proposed Party platform 
was published at the weekend 
by Interfax, a news service pro- 
duced by Radio Moscow. It con- 
firmed suggestions by reliable 
party sources , that Mr Gorba- 
chev would present a radical 
programme, in the knowledge 
that the rating party already 
a huge popular backlash 
in the country. 

“The draft platform calls for 
a radical perestroika [restruct- 
uring] of the Party, which will 
fight for its leading role but 
assume do state or government 
powers, nor lay any claim to 
having its role set down in the 
constitution,” Interfox said. 
That dearty implies the aban- 
donment of Article 6 of the 
Soviet constitution, and not 
simply its r ewording, as was 
earlier suggested. 

“The multi-party system is 
not rejected, but nor is it 
treated as a panacea.” the 
report said. 

On the economic front, the 
new party platform talks of a 


transition to a “planned-mar- 
ket economy," and of the nwi 
for “powerful personal and col- 
lective Incentives for produc- 
ers.’' 

As for the crucial question of 
property, with Party tradition- 
alists flatly opposed to any sug- 
gestion of private property, it 
“calls for the equal rights of 
different forms of ownership, 
without rejecting group or pri- 
vate ownership.” 

Mr Gorbachev is also propos- 
ing radical changes in the 
party structure, according to 
Interfax and party officials. 
Direct election of delegates to 
the party congress by primary 
organisations is a crucial 
demand, bypassing the control 
by regional party bosses. 

In addition, Mr Gorbachev is 
proposing something much 
closer to a federal party struc- 
ture, with a new “political 
executive committee,” presum- 
ably replacing the present 
Politburo, including represen- 
tatives of all IS republics. 

The central committee would 
be streamlined to 200 members, 
with 10 per cent co-opted 
between congresses. It cur- 
rently has 290 members, but 
today’s meeting is a broadened 
plenum, including recently 
elected party officials who may 
be more sympathetic to the 
party leader. 

Troop withdrawal talk&, Lithu- 
anians plan independence, 
Azerbaijan peace deal breaks 
down. Page 2; After bank- 
ruptcy, Observe:, Page 14 



A pre-revolutionary Russian Hag flies near the Kremlin 
yesterday as thousands of pro-democracy protesters gather 


Listening for an echo from the Kremlin 


By Mark Mteftoteoii in Moscow 


the Kremlin 
echoed to the Soviet Uhlan’S 
biggest pro-democracy protest 
in 70 years yesterday as at 
least 150,000 people ranted to 
can for the cam of the Commu- 
nist Party’s monopoly of 
power. 

The unprecedented protest 
also sent the clearest possible 
message an the eve of today’s 
Central Committee plenum 
that any conservative turn by 
Party leaders tMs w ee k will be 
deeply and widely resisted by 
democratic groups and nation- 
alists alike. 

Demonstrators of all ages 


swarmed round Moscow’s 
ring-road, turning the broad 
boulevard of Gorky Street brio 
a seamless collage of national- 
ist flags, anti-Party banners 
and sunlit faces, before enter- 
ing the vast Square 'of the 
Anniversary of the October 
Revolution. “Abolish the cen- 
tral committee," they chanted 
as they arrived. 

Tight ranks of grey-coated 
police linked arms to funnel 
the orderly marchers into the 
vast square. Among the 
nationalist flags of Russia, the 
Ukraine mid the Baltic repub- 
lics, there flut tered as many 


banners denouncing ft»«ginm 
and Famyat, the hard-right 
Russian nationalist group, as 
there were denouncing the 
Party. 

The crowds exceeded the 
expectations of the popular 
movements md radical depu- 
ties who organised the protest. 
Police, who put the crowd at 
200 , 000 . had to abandon plans 
to hold the rally in a smaller 
square half a kilometre away. 

The demonstrators thus 
found themselves in the very 
shadow of the Kremlin’s red 
towers, which rang to succes- 
sive speakers’ calls for today’s 


plenum to tatted Article 6 of 
the constitution, which 
enshrines the Party’s leading 
rale. 

“For the Party to have 
authority, it must decide 
against Article S,” said Mr 
Vital! Korotych, editor of the 
radical Ogonek magazine. 
“Today, here, we abolish 
Article 0,” he added to 
resounding cheers. 

“Standing here, we are the 
force which runs the country ” 
he proclaimed. “There is no 
other force here." 

A great roar greeted Hr 
Boris Yeltsin, the radical 


Moscow deputy who is run- 
ning for presidency of the Rus- 
sian Republic. He denounced 
the “irresolute half measures” 
of Party leaders and called for 
the next Party congres s to h e 
brought forward from autum n 
to May. 

“If the Party says no to 
Article 6 the day after tomor- 
row, it win mean dialogue will 
open between the Party and 
the nation,” his bass voice 
boomed. “If not, the people 
will have to say no to the 
Party.” 

The huge crowd listened 
Continued on Page 16 


US backs 
higher 
increase 
for IMF 
resources 

By Peter Riddell, US 
Editor, in Washington 

THE US has formally shifted 
its position to accept an 
increase of up to 50 per cent in 
the resources, or quotas, of the 
International Monetary Fund. 

Originally, the US publicly 
supported a rise of only 35 per 
cent 

Mr Nicholas Brady, the Trea- 
sury Secretary, confirmed the 
change at the weekend, saying 
discussions among IMF mem- 
bers were in the 46 to 51 per 
cent range of increase. He said 
the US wanted the rise not to 
go over 50 per cent 

Mr Brady said the main 
problems now were over 
arrears of payments to the 
IMF - where the US has pro- 
posed a package of changes 
- and the proposed redistribu- 
tion of rankings among the 
main industriai countries. 

The arrears issue was dis- 
cussed at length last week by 
the IMF’s board. There was 
some resistance to tbe US plan 
to impose greater disciplines 
on the mainly Third World 
countries in arrears to the fond 
and to offer them some help. 

Mr Brady said the rankings 
issue was not a direct US con- 
cern. There is general agree- 
ment that Japan should 
replace Britain in second place, 
but there is an intense debate 
between the UK and France 
over whether they should 
share the fourth largest place. 
This has turned ou arcane 
points about relative shares of 
total output and world trade, 
but in practice it is largely a 
political question. 

Other countries hope the 
general pressure to finalise the 
quota review win force Britain 
and France to reach agree- 
ment 

Talks over the quota review 
have dragged on, without a 
final decision, for four months, 
already forcing one postpone- 
ment in the deadline from 
December to March 3L 

Finance ministers of the 
Group • of Seven industrial 
countries would prefer the 
issue to be decided through 
informal talks between senior 
financial officials and by the 
IMF’s executive board of per- 
manent representatives in 
Washington, rather than by 
summoning a meeting of its 
politymaking interim commit- 
tee before tbe scheduled spring 
session on May 7-8. 

• Mr Brady, talking In Wash- 
ington ahead of the signing of 
Mexico's debt-rednetion pack- 
age with commercial bankers, 
described the deal as “an enor- 
mously successful financing ” 


Mrs Mandela casts doubt on 
her husband’s early release 


By Pattf Wafdmeir in Cape Town 


MRS . Winnie Mandela 
yesterday dampened expecta- 
tions that her husband's 
release from prison was immi- 
nent, ruling out his freedom 
until further conditions were 
met by Pretoria.. 

Speaking after a five-hour 
meeting, with Mr Nelson Man- 
dela at his prison bungalow 
near Paari in the Cape, Mrs 
Mandela, said obstacles 
remained to her husband's 
release, despite a commitment 
from Mr F.W. de Klerk, the 
South African President, to 
free him unconditionally. 

Mr Mandela, leader of the 
African National Congress, has 
been trying to exact the high- 
est political price for his 
release from his 27-year impris- 
onment. Pressure from Mr 
Mandela was a crucial factor in 
persuading Pretoria to adopt a 
historic package of reforms 
announced by Mr de -Klerk on 
Friday, which rained kudos 
abroad and qualified support 
from the ANC. 

Mrs Mandela yesterday 
stressed her husband's precon- 


CONTENTS 


THE MONDAY INTERVIEW 

Sir Bryan Carsberg 
(left) was given the dif- 
ficult job of tilting the 
field to ensure fair 
play when British 
Telecom was priva- 
tised five years ago. 
Although highly 
regarded, there are 
some doubts about 
how he fulfils that role. 
Page 32 


THERE Is little prospect of 
any early reversal of the strat- 
egy of disinvestment from 
South Africa foBowfng the lift- 
ing of the ban on the ANC and 
other measures announced 
by President F W de Klerk last 
Friday. Barclays Bank, whic h 
pulled out of South Africa In 
November 1986, said yester- 
day: “Our position has not 
changed in the lost few days.” 
Page 3 

ditions for release, which 
included an end to the coun- 
try's three-year state of emer- 
gency, the release of all politi- 
cal prisoners, and the removal 
of troops from black town- 
ships. “Obstacles most, and ft 
is Mr de Klerk who must 
remove them,” she said. 

Asked whether Mr Ma nde la 
would leave prison while the 
state of emergency remained in 
force, Mrs Mandela said: “That 
is out of the question.” It was 
not clear whether she was 
speaking for her husband, how- 
ever, as she had outlined the 


same position to journalists 
before she entered the prism 

She declined to say how Mr 
Mandela had reacted to Mr de 
Klerk's reforms, which 
Included lifting the ban on the 
ANC and other political organi- 
sations, releasing political pris- 
oners who have not committed 
violent crimes, and lifting 
r estri ctions on anti -apartheid 
activists and organisations. 

Mr Mandela’s reaction would 
be made known soon in a state- 
ment, she said. 

On Friday, Mr de Klerk 
spoke of “factors in the way of 
his [Mr Mandela’s] release,” 
but these were understood to 
be minor. 

Meeting in Stockholm at the 
weekend, the ANC, the long-ex- 
iled group fighting black rule, 
said the reforms had gone a 
“long way towards creating a 
climate conducive to negotia- 
tions.” 

Nonetheless, the organisa- 
tion called cm South Africans 
to intensity the armed struggle 
against Pretoria. 

Pretoria reforms. Page 3 
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WE ARE PLEASED TO RECORD THAT ENTRIES FOR 

ARROWS 

‘YOUNG COMPANY OF THE YEAR’ 
1990 AWARDS 

have already surpassed the total reached at the same stage last yean Once 
again this event has captured the imagination of the Business Community and 
looks destined for even greater success: We invite you to be part of that success. 
If your company qualifies for entry under the criteria set out below then please 
let us know by sending for your application package. Remember, the finalis ts 



commissioned 


Concorde to Nice and thence by chartered yacht to Monte Carla A star-studded 
gala dinner will be held in their honour at the prestigious Hotel Hermitage and 


we will return to London on Concorde the following day. 

June 11th 1990 could be a memorable date for your company. 

ALL THIS AND, AS LAST YEAR, ENTRY IS FREE 

ARROWS IN ACTION FOR CHARITY 


people. 

Do you qualify? If your company was incorporated between 1974 and 1986 
and has an annual turnover in excess of £1 000.000. we invite you to seek the 
recognition your company deserves. Please send for your application package : 


Name. 


.Position. 


Company. 
Address _ 



'telephone 

. 'telex 


Nature of Business 


— Contact 


. /Cwl. a ■■ irrr-rv ARROWS LIMITED FREEPOST, 

AKKUWjtBS^LIMI I fclj Arrows House Dunham Mount Dunham Road, 
muwwo J-liVll I Altzindiam, Cheshire WA14 lBSLlbL 061-941 250Q, 

TRADE FINANCIERS Telex: 667052. ArzowsG. Fax: 061-928 694K 

v ms 
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EUROPEAN NEWS 


Lithuanians plan 
independence 
after elections 


By John Lloyd In Vilnius 

SAJUDIS, the popular front 
and leading political force in 
Lithuania, has said it will 
implement full independence 
from the Soviet Union after Its 
expected triumph in the repub- 
lican parliamentary elections 
on February 24. 

The announcement, which 
would include a demand for 
the withdrawal of Soviet 
nuclear bases and troops from 
the republic, came on the eve 
of the Central Committee ple- 
num of the Soviet Communist 
Party in Moscow. 

This was originally called to 
discuss the decision of the 
rithminfaii Communist Party 
to break away from the Soviet 
party. 

A visit by President Mikhail 
Gorbachev to Lithuania last 
month failed to dissuade the 
local party from seceding. 

Prof Vytautas Landbergls, 
the Sqjudls leader, told a con- 
ference in the Lithuanian capi- 
tal of Vilnius at the weekend 
♦hat the proclamation of inde- 
pendent status was essential to 
future negotiations between 
the republic and the Soviet 
Government so discussions an 
Independence coaid take place 
cm equal terms. 

He said that the new Parlia- 
ment should proclaim indepen- 
dent status, probably in the 
form of the annulment of the 
Molotov-Ribbentrop Pact, 
under which Lithuania was 
ceded to the Soviet sphere of 
influence before the German 
invasion of the Soviet Union in 
1940. 

Talks with the Soviet Union 
would then begin on a phased 
withdrawal of military bases, 

innlnHing nmlflar Inafaillatinng 

Dr An tanas Buracas, a deputy 
of the Supreme Soviet of the 
Soviet Union representing the 
Lithuanian constituency of 


Dznkija, said the removal of 
these bases could be put In the 
context of a reciprocal with- 
drawal of Nato hues in Scan- 
dinavia. 

Sajudis speakers at the con- 
ference, which included partici- 
pants from democratic and 
yurtinwai movements elsewhere 
in the Soviet Union and from 
Eastern Europe, said the move- 
ment had ceased to fun ction as 

tim^rbachfiV^^OTas 1 - the 
form it took at its inception in 
1988. Now, the main issue was 
the achievement of indepen- 
dence. 

About 10 political parties 
have been formed in the repub- 
lic to compete for the 141 par- 
liamentary seats - including 
Hib now-independent Lithua- 
nian Communist Party, the 
Democratic Party, the Social 
Democratic Party, the Chris- 
tian Democratic Party, the 
Greens, the Peasant Party, and 
the Party erf Humanism and 
Progress. There is also a pro- 
Soviet Communist Party, 
which claims 50,000 of the for- 
mer 200,000 Lithuanian Com- 
munists. 

The in d ep en d en t Communist 
Party, claiming about 100,000, 
is reckoned by Dr Buracas to 
be fielding over 400 of the 
approximately 570 candidates 
so for registered. Many of 
these, including the party 
leader and republican presi- 
dent, Mr Algirdas Bra«n«lra^ 
support the concept of indepen- 
dence, oMiwng h there are dif- 
ferences over the timing and 
metho d s of its 

Other speakers during the 
conference spoke of an “eco- 
nomic blockade* of TJthminin 
by the Soviet Union, with sup- 
plies of raw materials and 
machiner y foiling Hn hafamtinliy 

below planned targets. . 


Azerbaijan peace 
deal breaks down 


By Mark Nicholson In Moscow 


PEACE agreements reached 
over the weekend between rep- 
resentatives of Armenian and 
Azerbaijani popular move- 
ments in Riga, the Latvian cap- 
ital, broke down yesterday 
when Armenian leaders in Yer- 
evan said they would not ratify 
the meeting’s final communi- 
que. 

Tass, the Soviet news 
agency, yesterday reported 
claims from the Armenian 
leaders that Armenian villag- 
ers were being forcibly moved 
from the Khanlar region of 
Azerbaijan. It quoted the lead- 
ers as saying they could not 
agree to the peace moves until 
deportations stopped. 

The Riga talks, jointly con- 
vened by the powerful popular 
movements of Lithuania, Lat- 
via and Estonia, ended late on 
Saturday with an agreement to 
cease hostilities between the 
neighbouring Transcaucasian 
republics, which claimed more 
than 100 lives in January. 

Armenian and Azerbaijani 
representatives in Riga also 
agreed to exchange all hos- 
tages by March l and establish 
permanent links between the 
two sides. Representatives at 
the Riga talks formally avoided 
discussing the disputed 
enclave of Nagorno-Karabakh, 
sovereignty over which is 
claimed by both the Azerbai- 


janis and Hip Armenians. 

Tass reports yesterday 
qnotdd a telegram from the 
board of the Armenian 
national movement saying it 
could not continue talks with 
'Azerbaijan. "Agreements 
reached daring the consulta- 
tions, including a joint commu- 
nique, will not be ratified by 
the Armenian national move- 
ment and are invalid,” the tele- 
gram «mid 

Concerning reports that 
Armenians had been forced to 
leave the villages of Kamo and 
Azad in Azerbaijan, the tele- 
gram added: “Joint consulta- 
tions and talks can be posable 
in future, only on condition 
such actions terminate”. But 
while the Riga settlement 
looked in doubt, there were 
signs in Moscow that the 
Soviet Government might be 
willing to open formal talks 
with popular front leaders in 
Azerbaijan. 

Comments by Mr Yeygany 
Primakov, a junior Politburo 
member who visited Azerbai- 
jan after the unrest, identified 
moderates in the front leader- 
ship with whom Moscow might 
talk. Quoted by Tass, he said: 
“We got file i mp ression there 
are people in this organisation 
who want democratisation but 
did not have the courage to 
denounce militants.* 


FT writers look at attempts to mould the future face of a continent 

Americans turn attention to German reunification 


By Peter Rkfded and Lionel Barber in Washington 


A BIG shift has occurred over the 
past two weeks in the thinking of US 
policy-makers towards German reuni- 
fication, away from a detached view 
-towards much closer in vo lv e m ent. 

Key officials in the Kate Depart- 
ment and the National Security Coun- 
cil believe the pace of events has 
accelerated so much, with the contin- 
ued deterio ra tion in East Germany, 
that it is no longer possible to regard 
reunification as a long-term issue for 
the mid-1990s. 

Tnntead tJS nffirfab have CGHCfrlded 
that ramification is inevitable, sooner 
wrfh» Hum later, ^ immediate 
discussions are needed to decide both 

an administration Hw and a frame* 

work for discussing the issue among 
the Western allies, tire Soviet Union 
and the two German wtefawL Adminis- 
tration officials recognise that the 
US’s four points on the principle of 
reunification set out two months ago 
now need to be developed, though in 
no way impos ing a blueprint on the 
form of unity. 

Ahead of his visit to Moscow later 


this week, Mr James Baker, the US 
Secretary of State, has reached a 
broad understanding with Mr Hans- 
Dietrich Genscher. the West German 
foreign minister, on how to approach 
tim issue, though the US position is 
still evolving. 

Describing the reunification ques- 
tion as “moving towards the very 
tro ut burn er”. Mr Rush has ordered 
an urgent review of options by the 
National Security GoancfL 

Amo ng the policy-makers there is a. 
sense of f ermen t and flux iwal tei to 
that of 1947-49 period, when the 
US committed itself to the defence of 
Europe, and the Nato alliance was 
established. Officials are aware that 
Europe is being remade now as sub- 
stantially as it was in the late 1940s. 

This has been reflected not only in 
the j ptenmi adminis tra tio n debate 
hut also in the increased pace of diplo- 
matic activity. Mr Baker saw Mr 
Douglas Hurd, the British Foreign 
Secretary, last Monday, met Mr 
Genscher at a hastily arranged meet- 
ing in Washington on Friday, and will 


DEMOCRATIC congressional 
leaders yesterday hacked much 
deeper cuts In tie number of US 
forces in central Europe than those 
under the revised proposals 
announced last week by Prestdeoi 
George Bush. 

Senator George Mitchell, the 
Democratic majority leader, said 
the US needed only to “maintain a 
residual force” to Europe. . 

He fa jiiHKi of a possible total of 
100,000 troops in central Europe by 
the end of next year as a result of 
negotiations with the Soviet Union, 
though not bilaterally. 

see Mr Roland Dumas, the French 
Foreign Minister, in Shannon, Ireland, 
on a refuelling stop tomorrow morn- 
ing. 

Each Tn in kit or has been determined 
to have, his say before Mr Baker 
reaches Moscow, not least because of 
differences of emphasis. There has 
been particular s ensi ti v ity over the 
position of the Four Powers, the allied 


victors (the US, Soviet Union, Britain 
and France) who still have consider- 
able legal responsibilities for Berlin.- - 

West German leaders have wanted 
to play down the Four Powers’ role, 
though Britain, and to' scone 'degree . 
France, believe they must be involved - 
in reunification Various 

Ideas for linking discussions between 
the two Gennanys and a Four-Power 
involvement on security issues are 
being floated. 

The British are concerned about a 
free foil in which events get out of 
control, and are suspicious of West 
German eagerness on ramification, 
and especially of Mr Genscher. British 
ministers are also worried about 
whether the Bush Administration will 
stand firm on troop numbers in 
Europe in foce of co ng re raional and 
West German pressure for deeper 
cuts. 

The most difficult issues are on the 
security side - reconciling a united ' 
Germany with Nato membership 
(strongly favoured by Bonn) and com- 
bating the call by the Soviet Union 


awt tb** present East German Govern* 
-meat for a neutral Germany. 

■ yhoiy h flMT iwiffManimB dtaena. 

ft frm about how to use tile forum of 
the 85-nation Conference car Security 
and Co-operation in Europe, which 
includes Nato, Warsaw Fact and neo- 
tral European countries. West' Ger* 

- many has argued that a CSCE confer- 
ence this year. 'should discuss, 
ramification, but the PS (and Britain) . 
have so for been wary about a CSCE 
meeting , until a treaty cm reducing 
conventional forces in Europeis com- 
pleted and until , specific proposals, 
such as free elections, are on the 


An understanding about the role of 
a CSCE canference appears to have 
been reached between Mr Baker and 
Mr Genscher. The meeting is still 
regarded by the US not as a negotia- 
ting session hut more as an occasion 
to ratify a. conventional forces agree- 
ment readied in the summer, and to 
consider discussions oa mtifr between 
West German and East Goman lead- 
ers. . 


Kohl elaborates his grand design for the new Europe 


By William DulHoree in Davos 


MR HEIMBT KOHL, the West 
German Chancellor, outlined 
on Saturday a framework for 
the security and economic 
structure of Europe into which 
a re-unified Germany fit 
without ruining the fears of its 
neighbours or threatening 
broad East-West interests. 

Hi* bluep rint would ontail 
the creation of a new security 
structur e spanning both Nato 
and the Warsaw Pact. This 
structure could be prepared at 
♦ha 35-natfon ftwiftawira im 
Security and Co-operation in 
Europe proposed far latw* Hi<« 
year by Soviet President Mik- 
hail Gorbachev, Mr Kohl 
s ugg e ste d. 

By tiie autumn, the CSCE 
could si gn new disarmament 
agree m ents for the reduction 
of conventional forces in 
Europe, Mr Kohl said. It could 
then take the first steps 
to wards esfa »wja Wng jo int cri- 
sis prevention institutions and 
for ums, wh ich would provide 
fin regular meetings on. aebu- 
rity matters at the highest 
political level 

Mr Kohl was speaking to 
hundreds of businessmen 
assembled at the annual World 
Economic Forum in. the Swiss 


ski resort of Davos, as pressure 
for the re-uniflcatian erf the two 
Germanys accelerated last 
week following proposals by 
Mr Hans Modrow, the East 
German Prime Minister, for a 
neutral, unified German state, 
and by Mr Eduard Shevard- 
nadze, the Soviet Foreign Min- 

fator, far fl p TTitarnntional rpfpft 

endum _ on German 

rmnfflni tinn. » 

The Chancellor underlined 
fhp TncrRflghig urgency of the 
situation in Eastern Germany, 
evoking the possibility of an 
internal crisis which could 
“overshadow the first peaceful 
revolution on Ger ma n soil". 

Some 55,000 people had fled 
to West Germany in January, 
bleeding East Germany of 
workers, engineers and 
doctors. This mass exodus had 
to be stopped, Mr Kohl said. He 
raised the issue daring the 
one-hour discussion he held 
alone with Mr Modrow, who 
was also attending thp busi- 
nessmen’s summit. The two 
German leaders will meet 
a gain fai Bonn on February 13 
and 14. 

Mr Kohl envisaged a future 
peaceful order spanning the 
whole Of Europe, daaigneri to 



overcome the division of 
Europe as well as of Ger many . 
No one could say now what 
this security structure would 
finally look like but it* had to 
allow for the higMiwate inter- 
ests of every country, irrespec- 
tive of its size or geography. 

The disarmament process 


would have to be accelera te d, 
Mr Kohl said, and Nato would 
have to review its military 
strategy and structure while 
the Warsaw Pact would have 
to change both its str a teg y and 
military potential. Starting 
horn the verification of the dis- 
armament agre ements, they 


could focus on more political 
objectives through the creation 
of institutions to pare vent crises 
and provision for security pol- 
icy forums at which regular 
meetings would be held at the 
fop political levels. The West 
German Chancellor again 
firmly rejected the idea of Ger- 
man neutrality. A wetted Ger- 
many should not have a spe- 
cial status in the heart of 
Europe which would isolate it, 
he said. Such a proposal could 
“wipe out at one blow the les- 
sons of history”. 

The security alliance 
between Europe, and North 
America remained indispens- 
able. . "l think I am rignt in 
saying that this is clearly 
recognised in Moscow, too,” Mr 
Kohl added. 

Elaborating his “grand 
design” for the future Europe, 
the Chancellor emphasised 
that West Germany would 
rema in firmly anchored in the 
European Community. Hare its 
main objec tiv es woe to com- 
plete the internal market in 
1992, to hold the intergovern- 
mental conference cm economic 
and monetary union — about 
which Britain baa misgivings 
- by the end of 1990 andto see 


that the European Parliament 
rece i ved greater powers. 

But, Mr Kiohl said, the EC 
had: to remain, open to the 
* reformist -countries of Eastern 
Europe, which had to be 
brought into a closer and more 
lasting relationship. This could 
take a variety of forms, includ- 
ing association- Vigorous 
development of the Commu- 
nity would offer a model for 
the in te grati on of all free pso- 
as the nucleus of the 
iture peaceful order In 


To help stabilise the current 
critical situation in East Ger- 
many, the - Community states 
could "devefop" the special sta- 
tus East Germany had enjoyed 
since the jdgwfag of the Trea- 
ties of Rome. 

Mr Kohl departed from his 
prepared text to assure the 
Hungarians, the f&aeha . and 
the Pedes, whose leaders were 
also present in Davos, that,' as 
their political and economic 
reforms progressed, they would 
not be forgotten. The Commu- 
nity could not stop at the Elbe, 
he added. It had to develop a 
programme for tdrtsrng the .eco- 
nomic and soc ial ga p between 
western and eastern Europe. 


Nato builds base for ‘ 



pillar’ in defence 


Edward Mortimer in Munich finds a consensus on Europe’s future role within the Atlantic Alliance 


C LOSER West European 
defence co-operation within 
Nato — the “European jdHar” 
— was called for at the weekend by 
the French and West German defence 
ministers, by Resident George Bush’s 
National Security Adviser, and by 
Nate’s secretary-general. 

They were speaking at the animal. 
Wehrkunde conference in Munich, 

attawM hy pnUHriimg noniny nffL . 

rink from all the Nato coun- 
tries. 

There seemed to be a virtual con- 
sensus among Nato governments that 
the emerging shape of Bnrope - with 
a reduced US presence, a united Ger- 
many, an unpredictable but still pow- 
e rful -Ru s s ia and a potentially unsta- 
ble Eastern Europe - requires 
Western Europe to be more closely 
inte gr a ted, and organised for its own 
defence, within a continuing but 
evolving Atlantic Alliance. 

Among representatives of l Bad tn g 
powers, only Mr Tom King, the Brit- 
ish Defence Secretary, failed to refer 
to thfo in his speech. 

Mr Gerhard Stoltenberg, West Ger- 
man Defence Minister, suggested 
either “an mepanskm of the soraHed 


Eurogroup within the overall struc- 
ture of Nato” (which at present 
excludes Fiance), or an evolu tion o f 
the Western European Union (WED), 
to which France belongs with right 
other European Nato countries. 

General Brent Scowcroft, the US 
President's National Sec urity A dviser, 
pledged US support for WEU, which 
he praised for helping to organise a 
European naval presence in the Gutt. 
“IPs time for a ‘European pillar’ to be 
built in the security field, now, more 
so than ever.” 

Mr Manfred Wdrner, sec- 
retary-general erf Nato, said the Alli- 
ance wanted Western Europe to 
become stronger and “more coher- 
eat”,and therefore he wholeheartedly 
supported Europe an defence coopera- 
tion within the Alliance. 

Bat it was French Defence Minister 
Jean-Pierre Chdv&nement who expan- 
ded most cm the theme, saying the 
goal was to turn Europe into not a 
military superpower bid “a peaceful 
power working lor the stability of the 
European continent and practising a 
dfltenrenl policy which is, by that very 
feet, a non-aggress iv e one”. 

Apparently hinting at future 



Constructing such a bulwark, Mr 
Chdvfenement contin ued, could best 
be done within WEU, since the insti- 
tutions of tiie European Community 
were not ready to deal with the mili- 
tary aspects of security. He welcomed 
a suggestion from Mr Alfred Dregger, 
chairman of the Christian Democrat 


Wfienen backed co-operation 


Anglo-French nuclear coop e ratio n , he 
added; “I think that the Western 
European countries C” n reach an 
agreement concerning this kind of 
deterrent power which, if in dose con- 
tact with the American potential, 
ooold be used as a pivot by the Euro- 
pean defensive bulwark (mote de 
defense] . which France hopes to see.” 


— ■ a me e t in g of tiie ctaiefe of staff of 
the nine WEU members. 

All speakers welcomed the US com- 
mitment to stay in Europe, reaffirmed 
by Gen Scowcroft, and President 
Bush’s proposal, announced last 
week, to reduce US and Soviet forces 
in central Europe to 195,000 each. Bat 
senior European officials complained 
privately of the short notice they were 
tfven a bout this proposal and the lack 
of opportunity for any real European 
input into a key Nato decision. 

They seemed to doubt the credibil- 
ity of Gen Scowcn rft ’s assurance that 
195.000 would be a “floor” as well as a 
celling for tiie US, and they noted tiie 
blunt warnings from both him and 
Senator William Cohen that, if Europe 
concluded US forces were not needed, 
“yon will have to get out of tiie way of 
our rush to the exit door”. 


Romanian Front 
leader Brucan quits 

By Nicholas Denton in Bucharest 


THE BITTER in-fighting which 
has rent Romania’s ruling 
National Salvation Front 
claimed another victim yester- 
day, when Mr Sylvia Brucan 
quit in anger from the leader- 
ship of the Front 

Mr Brucan’s resignation fol- 
lowed by only a few days that 
of the Vice-President, Mr Dam- 
itru Mazilu. The surprise 
departure of two of the top 
four in Romania's political 
hierarchy further weakens the 
Front's hold on power, already 
loosened by large protest dem- 
onstrations against its ruling 
monopoly. 

Although in his letter of res- 
ignation Mr Brucan, 73, reaf- 
firmed his support for the 
Front, he did not exdude his 
colleagues from a sharp attack 
(m Romanian politicians. “The 
honest people stay at home,” 
be “leaving the political 
arena to be dominated by per- 
sonal ambitions, careerism, 
and political opportunism.” 

The focus of the campaign 
far elections on May 20 was 
“on personal recrimination and 
character assassination, threat- 
ening to bring the political dis- 
course to the lowest tradition 
of pre-war elections”. 

However, Mr Brucan’s resig- 
nation may not he as final as it 
seems from the test of his let- 
ter . Last night, he had no plans 
to leavenis office in the 
Front’s headquarters, and an 
aide said he would continue to 



Brucan: angry 


act as a consultant “He will 
always be the eminence grise 
of the Front, but out of range 
of attack. He Is very smart He 
wants to be in the shadows. 
Now be is untonchahla” 

Both Mr Brucan and Mr 
Mazilu were undermined by 
concerted press campaigns 
against them in the newspaper 
Romania Libera. Mr Brucan 
Identified as the prime culprit 
Mr Octavian Paler, formerly an 
editor of the newspaper and a 
member of the Communist 
Party Central Committee until 

the revolution; he said Mr 
Paler had managed to gain 
control over two important 
publications despite his enthu- 
siasm for Mr Ceausescu. 


Reformist premier for Bulgaria 

By William PuHfocce In Davos and Judy De m ps ey In Belgrade 


MR AND&EY Lukanov, 
appointed Bulgaria’s Prime 
Minister is Ms absence on Sat- 
urday, said yesterday that he 
to non-Cammn- 

niste In a government of the 
broadest national unity sossi* 
Me. 

Hie emergency pr og r amm e 
needed to cope with the cur- 
rent economic crisis called for 
wide public supp ort , and such 
a government would offer the 
best guarantee for calm in the 
period before the first indepen- 
dent parliamentary elections, 
in May, Mr Lokanov said. 

The Union of Democratic 
F or ce s, the nmhrella organisa- 
tion fin the apposition groups, 
has previously refused to take 
part In a coalition govern- 
ment. But it welcomed Mr 
LnkanoVs appointment, sug- 
gesting it might sow consider 
Joining a government of 
national consensus as the 
country pre pa res for the elec- 
tions. 

Should a broad coalition 
prove to be impossible. Hr 
Lukanov said he would form a 
cabinet with fewer Commu- 
nists, some re pr es enta tives of 
the Agrarian Party and indi- 
vi duals without party affilia- 
tion. 

Mr Lokanov, aged 51, a for- 
mer Minister of Foreign Eco- 
nomic Relations and most 
recently Secretary of the Com- 
nnzzzbt Party central commit- 
tee, was in Davos attending 
the World Economic Forms, 
the b usinessmen’s annual 
summit. 



Audrey Lukanov: will choose anew government this week 


Sofia to in tro d uce foil market 
economy principles - not Just 
a market-oriented economy. 

la the immediate future, his 
government would put in 
place an emergency pro- 
gramme to restore financial 
balance, correct the growing 
deficit on external payments 
and provide a safety net, to 
limit the social consequences 
of measures. 

On the highly sensitive issue 
of Bulgaria’s ethnic Turkish 
minority. Mr Lukanov said a 
consensus had emerged that a 
sofarton should be based on 
respect for human rights. 


Ha was ap p oin t e d following 
the election on Friday of Mr 
Alexander liter as the Com- 
munist Party leader at an 
ex tr aor di nary party co ng ress. 
1U a sto r m y session, the con- 
gress dismissed Mr Peter 
Mladenov. who had been in 
power since the ousting on 
•November 10 of Mr Todor 
Zhivkov, Bulgaria’s 
km* -standing leader, but who 
h«H proved to Handle 

the country’s growing eco- 
nomic problems, 

Mr Lukanov told the bori* 
nessmen in Davos that a firm 
decision had been taken in 


Slovene Co mmunis ts 
break from Belgrade 


THE COMMUNIST Party in 
Slovenia yesterday broke from 
Yugoslavia's ruling party, shat- 
tering the unity of the commu- 
nist movement which has 
ruled since tiie Second World 
War, Renter reports from 
Ljubljana. 

Slovenia, Yugoslavia’s most 
westernised republic, is the 
first of the eight republics and 
provinces to break away from 
the ruling League of Commu- 
nists, in what could be a fetal 
blow for the once monolithic 
central party. 

“This is tiie end of the 
League of Communists of 
Yugoslavia as we know it,” Mr 
Ciril RUrfdc, the Slovenian 
party chief, told reporters after 
an emergency conference of 
Slovenian Dortv. 

Delegates meeting In Lju- 
bljana, the Slovenian capital, 
adopted a motion to change the 
party’s name from the League 
of Communists of Slovenia 
(LCS) to the LCS-Democratlc 
Renewal Party* mnfc< »g it no 
longer answerable to the cen- 
tral party authorities. 

This formalised a break with 
the League of Communists 
which opened when Slovenian 
delegates walked out of a 
nationwide party congress last 
month, protesting that the 
organisation was not reforming 
itself test enough and was 
internally undemocratic. 

The Slovenian decision dealt 
a fur ther blow to the central 
party, which is feeing ethnic 


riots in tiie southern province 
of Kosovo, growing national- 
ism, rampant inflation, and 
calls for political reform. 

Mr Rihicic said he did. not 
intend Slovenia to secede from 
Yugoslavia, a federation of six 
republics and two provinces 
which includes a tmiititnde erf 
ethnic groups. “My party is not 
on the side of separation but 
for a Yugoslavia in which the 
status of the Slovenian repub- 
lic is equal to that of a sover- 
eign state,” he said. “The 
change of name emphasises 
our democratic orientation and 
reformist stance." 

He added that yesterday’s 
decision was Intended to 
improve Slovenia’s co-opera- 
tion with other “democratic 
forces in Yugoslavia", includ- 
ing the republic of Croatia, 
individual party branches and 
independent organisations. 

Slovenia and the republic of 
Croatia plan next April to hold 
the first multiparty elections 
in Yugoslavia since the war. 

Last year, Slovenia wss the 
first republic to allow opposi- 
tion parties. Its parliament 
passed amendments to the 
republic’s constitution last 
September giving it the right, 
to secede, in d efia nce of federal 
leaders. . 

“We vrani to create the basis 
for tbs modern integration of 
Yugoslavia,” Mr Peter Bekes, a 
member of the- Slovenian 
party’s pdttbaro, told report- 
ers. 


The other theme of the conference 
was the consequences for Nato of Ger- 
man unification. AH German speakers 
rejected the idea. of German neutral- 
ity, bat those from the Social Demo- 
crat Party alarmed the representa- 
tives of allied governments by 
arguing strenuously for a broader 
European security structure, includ- 
ing the Soviet Union, which would in 
due course replace Nato as well as the 
Warsaw Pact 

Their main argument was that nei- 
ther the East German public nor the 
Soviet Union would accept the gim pfe 
incorporation of East Germany into 
Nato. Defenders of Nato countered 
this by arguing; on the one hand, that 
there was no need to pay any price to 
the Soviet Union for German unity 
but, on the other hand, special 
arrange me nts could be made so that 
“forward defence” did not imply the 1 
deployment in East Germany of Nato 
forces. 

Some Nato supporters, after listen- 
ing to this intra-German debate, 
expressed the fear that Germany’s 
position in Nato might become an 
issue in the West German el ecti o n 
campaign later this year. 

Oslo announces 
jobless package 

NORWAY'S new three-party 
coalition Government, strag- 
gling to win public confidence 
amid unprecedented unem- 
ployment and scepticism over 
the pace of treaty folk* with 
tiie European Community, has 
a n no u nc ed a package of mea- 
sures to cut the number of job- 
less, writes Karen Fossil in 
Oslo. 

It hopes the measures win 
also stimulate the economy 
and realign it with the EC’s 
planned Internal market. 
Unemployment has risen to a 
record 161,618, m 7.7 per cent 
of tire 2.1m workf or ce. 

The Government hopes to 
set a positive tone before this 
spring's wage negotiations, in 
which it is calling for a 64 per 
cent wage agreement. 
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-ioji Pretoria reforms unlikely to reverse disinvestment 


ass 


Michael Holman and Hazel Duffy analyse how business may respond to de Klerk’s measures 
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T HERE is little prospect 
of any early reversal of 
file strategy of distn* 
vestment from South. Africa in 
thewakeofti» Ming of -rthe- 

ban on the African National 
Congress and other measures ; 
announced by .President F.W. 
de Klerk last Friday. 

Barclays Bank, which nulled 
out of Sooth Africa hi Novem- 
ber 1986. said yesterday: "Our 
position has not changed tn the 
last few days.' 

The international business 
community was over tfae.weefc 
end -still absorbing the implica- ! 
t jrms c£ Mr ale -Klerk's speech. 
Its initial response is Hfcely to 
be miffiousito several reasazis. 
■ Post-disinvestment links . 
remain dose in many cases. 
On most iwwiriwiii t he depart- 
ing company negotiated agree- 
ments with new owners on Be- 
enaing, servicing; future 
technology transfers and use of 
patents and titles, so that the 
businesses could continue to-: 
perform profitably as a recent 
study, “Apaztheid and Interna- 
tional Finance", commissioned 
by the Commonwealth Secre- 
tariat, points' out. 

If perceptions of the invest- 
ment climate in South Africa 
change the likely first response, 
is to upgrade these links rather 
thaw provide new «pfr«i 
■ Secondly there may no sub- 
stantial easing in the- pressure - 
for disinvestment, particularly 
powerful in theUS where state 


and federal legislation has pen- 
alised ties with the Republic. 

Although several western 
governments- have responded 
favourably to Mr de Klerk’s 
speech, saying they will review 
sanctions, - disinvestment is 
more the product of anti-apart- 
heid lobbying *h»m sanctions 

la glalatinn 

In the US In particular, 
stockholder pressure coordi- 
nated by church groups, stu- 
dents , un i versities, and trade 
nywrma, backed by a powerful 
blade lobby have led- compa- 
nies to putt out - .. . 

. .The Rev Leon Sullivan, a 
black Baptist minister, pub- 
lished a code of conduct for US 
companies operating in South 
Africa. But in June 1987, the 
Rev Sullivan said that though 
the code had been a catalyst 
for change, he urged total with- 
drawal. 

Another p owerful factor in 
the US is Congress's "Rangel” 
Amendment of December 1987. 
This requires American compa- 
nies to pay US taxes on their 
South African profits as 
though ■ they were' income 
earned in the US - that is, 
without credit for taxes they 
had already paid in South 

Africa 

The Commonwealth study 
that this change in 
the law cost Mobil $Sm (£3m)m 
1 988 . ThfatsmiMttatkm : of tegis- - 
lationand boardroom pressure 
is unlikely to change until 
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Thai army mediates 
end to docks strike 

I n tervention by Thailand’s senior military commanders has 
brought an end to the fourQJay port-gtrOrein Bangkok which 
paralysed the omnizy's forrign trade, Boger Matthews reports 
from .Bangkok. But it has not yet resolved the Issue of whether 
private companies will be allowed, as the Government has 
demanded, to operate the city's new. deep-sea part when it begins 
operations at the end of this year. 

The involvement of toe military has highlighted toe even more 
sensitive issue of relations between the military and the political 
parties. General Suchlnda Krap rayd n, the probable successor to 
Gen Chavalit Yongchaiyudh, as Snprsae Commander, yesterday 
nude a biting attack on democracy as practised by the present 
government, warning against Marcos-style chaos. 

'Talks are due to be -held today onthe Issue of private compa- 
nies operating the new deep-sea port which several ministers see 
as cntdal to the Government's longterm pri v a tisat io n plana-Gen 
Chav alit aafri that the return to work agreement with the six 
mifaH WHa negotiated on toe basis that both sides went back to 
square one. The unions see this as a victory. . 


ICC Luanda claims a victory 
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The Ang^ai}ffp^ fififtdabped- ! jP'-'S- - 

ite forces faa vrr rec Apture d the * ■■ - 

strategic Mavinga airstrip in Kfl- -- S . >w 
sdtftowt Angola, toe focus of ' » -4 " 

Utter fighting with Units reb- - / 

e3s for a more than a month, - Wm . , . i . I 
AP reports from Ltebon. . -• ANGOLA ^ 

Mavinga’H airstnp Is consfcl- - . . 

etod vital for^ control at toe . MW Bcn sf J ” 
sodtoeast region and the key g|p - Itortm I § . 

for ray 1 govnrmNht attack on. ■ WM _ « I ® 

Unita’s headquarters at Jamba. . B ™" - - V 

about- 120 miles further south llljr^ • • - 

towards toe Namibian border. •• j _ 

In a statement released in • ’ ' - NAMIBIA S 

Lisbon, Dr. Jonas Savimbl, - ’ «g 

Uzdta -leader, draied that Mav- i|||\ 1HW1 , [nrTr I > 
fogs' bad fallen,, hut admitte d f||| §§||| . ■ \ % 
the situation was "difficult”. IMMPr — 2 

Beirut casualties mount f 

East Beirnt- was an inferno of explcwfons, rnnunkfering buildings 
and burning gaa' storage ^ tanks yesterday as the savage war for 
control of the Christian enclave continued. unabated ^for its sixth 
day. Lara Marlowe reports from Beirut. ■ .4- 
■ According to Lebanese security sources, at least L000 of rebel 
General Micbrf Aoim’s 154)00 troops defected - 600 to the Chris- 
tian Phalange militia - over the weekend. Aoun himself spoke of 
“a. plot* by two army officers to oust him, but he gave no sign erf 
abandoning his battle against the Christian militia. 

In jess than a week, the general's attempt to destroy all 
opposition to his rule in the- Christian area has kiBed nearly 200 
civilians - about one fifth the number of Lebanese who died in 
six monthu of artillery battles between Gen Aoun and Syrian 
troops last year. Hospitals in east Beirut toad to turn away 
facnaitiftg ' for forif of rooms, medicines and doctors. 


ill 29 


Violent Winds-kOled 29 people and-fajured dozens more as they 
3 Wept across France and- -West Germany on ‘Saturday, leaving 
scenes of devafifatioh in their W[ake, agencies report. 

fa France, 28 .pepiHe died when winds as strong as 104 mph tore 
across Brittany. Normandy and theParis region, rip ping off roofa, 
blowing down trees and electric Bzifis,:catting efectricity to more 
2m people, and closing the two main Paris airports. Six more 
people were killed as the storms ewept info central. West Ger- 
many Among the buildings damaged in Fiance was toe 12ft 
century ^Gotofc cathedral at Chartres. The wind ripped copper 
plates from the roof; making a. 50 sq metre hole over toe nave. 
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Turkish consul in row 

Greece is toe Tmittsto cbnsifi in Western Thrace be 

recalled after he faDed to withdraw a note to Greek authorities 
referring to toe region's 120,QOO-strong Moriemi itonottty as Tdiw* 
men”, KerinHoper^rfa frbm Atoai*. - ■ ■ ■ . . _ 

The consul, Mr Kemal Gar, is accused by Gre* officials of 
contributing to continuing tension- between Christians and Mos- 
lems inEnmbtini, where peopleware i^oredfo violpce la^: 
week and more than 100 shops, mostly owned by ethnic Turks, 
were damaged: In retaHatfoh; Turtey .hasgfrea toe Greek conral 
fo StanH' Mr Ste Kiis, one we4..to leave ^ conntry. The 
Che^s say Ms. expulsion is a.violaticai,® mtenatfoial law. 

Bombings in Srinagar 

Two bombs exploded in Srinagar during a 12-hour crafew 
relaxation yesterday .poKcesaid, loteraoto from New MA 
One blast smashed a bos in the heart of toe Jammu and Kashmir 
state summer capital and shattered shops. A passer-by was 
Mured. A blast in Sopore damaged a building housing pararnm- 
Erv forces. Some.60 people have died during the past two weeks 
todashes sparked toy a-mdltant Moslem campaign; for Kashmir’s 
indenandtmee: from fodm or mergw wito-Pakistari.; ^ ■ 

mj .a bps ■ jiter* ' A mrfta ar fo the Pttttfab 

yesterday' pulled out and shot dead three police guards, then 
^ned down three of the-'fleeing passengers, police said. 


Disinvestment from South Africa 1 988 
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South Africa is much farther 
down the read of reform. 

■ Thirdly, many foreign busi- 
nessmen suspect that toe days 
of high return from South Afri- 
can investments are over. Even 
four years ago, profits from 
Barclays’s associate company, 
Barclays National Bank (re- 
named as First National Bank 
of Southern Africa since Bar- 
clays sold Its 40 per cent stake) 
bad fallen sharply, and were 
Ires than 10 per emit of group 
earnings. Barclays was sub- 
jected to substantial pressure 
from several groups to disdnv- 
est, including the National 
Union of Students. - - 

The damage bring done to 
Its student business was one 
reason for toe bank’s % i «i«m- 
At the time , the bank said that 
the only time that it might 


reconsider its decision was 
when all the apartheid laws 
were rescinded. 

The combination of political 
uncertainties in South Africa, 
as well as concern about the 
ANC*s recent renewed commit- 
ment to nationalisation of 
banks and main industries, 
leave most investors and ex-in- 
vestors cautious. 

The bulk of disinvestment 
from South Africa took place 
between 1986, when a wave of 
township unrest began and 
1968 - by which time most of 
the v ulne rable to 

pressure had polled out 
Stocks of foreign direct 
investment in the Republic 
have sharply. 

Britain is toe largest foreign 
investor (40 per cent of total 
direct foreign investment) but 


estimates of the size of toe 
investment vary - affected as 
it is by different calculations of 
the book value, and the weak- 
ening of the Rand. 

One study by Merle Tipton 
for the Economist intpnigiPTw* 
Unit (Sanctions and Sonth 
Africa, 1988) suggested that 
their book value had declined 
from almost £3bn at the end of 
1984 to Eton at the end of 1385 
( mainly dug to to** fall in tire 
Rand). 

British-based companies 
which stayed include ICI, 
which owns a trading company 
and ha« a 38 per «wnt stake in 
AECL a big industrial con- 
glomerate in South Africa. BP 
and Royal Dutch-Shell also 
stayed. They welcomed the 
political changes in the coun- 
try as v indicating their deci- 
sion not to disinvesL 

ICI said it had always fait it 
could contribute more to 
change in South Africa by 
staying in the country. "We 
have fel t we rnn ia diang e the 
system from within by keeping 
our activities in Sooth Africa,* 
an Id nfHHai explained. 

He also stressed that Id 
never condoned apartheid and 
any move to *hang i> the 
system was very welcome. He 
added the company had 
adhered to both the British 
government’s directions and 
the EC code on doing business 
with Smith Africa. 

BP sold its South African 


coal interests last November. 
However, the British oil group 
said the coal sale was not part 
of a broad programme to with- 
draw from South Africa. 

Shell printed out yesterday 
that it had publicly called for 
many years for toe abolition of 
apartheid, the freeing of Mr 
Nelson Maurfeia and political 
prisoners and recognition of all 
organisations. Last Friday’s 
developments were tons “very 
weZcame < ’. 

The political change in the 
country is likely to be closely 
watched by the two French car 
giants - the private Peugeot 
Citroen group and the state- 
owned Renault company - 
which both withdrew from the 
South African market. 

The two French volume 
manufacturers are likely to 
review their approach to South 
Africa mar ket in the wake of 
recent attempts by Japanese 
car producers to expand their 
penetration there. 

US investment in South 
Africa was valued at $&£bn in 

1981 ami has fa l l en to under 

$L5bn in 1987, according to UN 
figures, while latest estimates 
suggest It is now under Slbn. 

But South Africa’s share of 
US investment abroad is insig- 
nificant and the issue is 
unlikely to have much priority 
in US boardrooms. It repre- 
sents ie«« than half a per cent 
of all American direct invest- 
ment abroad. 


Smiles of non-whites 
lightup the grim 
streets of Khayelitsha 


SHAPELESS and bleak, bnflt 
on the yWftfaig sands of the 
Cape Flats, Khayelitsha is the 
kind of place wbicfa ought not 
to exist in a new Sonth Africa. 

A township of shanties and 
sh aria?, and tiny breeze-block 
houses, the giant high-mast 
lamp posts which illuminate 
Khayelitsha give it the air of a 
prison camp. Forty kilometres 
from Cape Town, it has almost 
no shops, no offices, fern, sports 
grounds and no entertainment 
whatsoever except drinking. 

President F.W de Klerk has 
promised the people of Khaye- 
litsha »"* ^«ni other blacks, a 
new political deal. Their saint 
and leader, Mr Nelson Man- 
dela, is to be freed. Their poli- 
ticians and political organisa- 
tions are to be allowed to 
operate freely. 

On Saturday, scarcely 24 
hours after Mr de Klerk out- 
Wned his new deal, the inhabit- 
ants of the township were not 
damring in the streets. They 
were doing what they nor- 
mally do on Saturday after- 
noon: standing in their tiny 
barren yards, or in the streets, 
gossiping. 

But they were smiling. And 
in their broken English (most 
of Khayelitsha speaks Xhosa, 
one of the main African lan- 
guages), nearly all echoed toe 
sentiments of Patrick, a 32- 


Patti Waldmeir finds 
optimism in a shanty 
town over South 
Africa's future 

year-old construction worker 
< wd union member. “We feel 
happy. We feel free.” 

Some of toe women, holding 
children or carrying washing, 
were not too sure what the 
African National Congress 
stood for, «nd many did not 
know it had been unbanned 
the previous day. But they 
were certain of one thing: Mr 
Mandela of toe ANC was their 
leader, and they were ready to 
follow him to a new Sonth 
Africa. 

One after the other, the resi- 
dents of Khayelitsha told me 
they expected their lives to 
change now. Violence would 
stop, they said. There would 
be equal rights. There would 
be power-sharing. The black 
man would have access to 
iWwp hitherto denied Mm. 

Mr Mandela had better be a 
saint to deliver aD of that to 
Khayelitsha. But whatever the 
difficulties ahead, Mr de 
Klerk’s speech was the best 
news non-white South Afri- 
cans have heard for a very 
long time. 


LAST year, companies from the European 
Co mmunit y spent over £2.5 billion 
buying up their British counterparts. 

THIS year they can be expected to spend at 
least the same again. 

THE truth is, 1992 actually began in 1985, 
when the European heads of govern- 
ment agreed to the programme which 
would lead to a Single Market. 

SINCE then, stories of major European 
investment have been a regular 
feature of our business pages. 


of a French manufacturer of industrial 
water purifiers. 

NOT for him the sophistication of a com- 
puterised targeting of his market. 

NOT for him a franchising arrangement, a 
distribution deal or a merger. 

HE just got on a plane, his briefcase 
bulging with brochures. 

HE flew to England, hailed a taxi and 
asked the driver to take him to any 
water-using business he could think, of. 

THE Frenchman is now doing buoyant 


IF THE SINGLE MARKET DOESN’T HAPPEN 
UNTIL 1992, HAS YOUR COMPETITION PULLED 


A FRENCH company buys a large -stake in 
two British companies which, together, 
undertake 1196 of all oar funerals. 

A SPANISH company wins the contract to 
run the refuse service in Brighton. 

A GERMAN -company launches its super- 
market concept in the UK, selling food 
straight from the packing cartons. 

INDEED, all of British businesses 

in areas as different as insurance 
from tomato ketchup, are now being 
shaken up by new European owners. 

(OF coarse, our sharpest brains are givizig 
many companies the same treatment 


A FAST ONE? 


over there.) 

BUT the threat, or rather the opportunity. 




business here in Britain. 

AT the expense, of course, of local suppliers. 
(Perhaps they were still waiting for 
1992 to come along?) 

CLEARLY there is no time to lose. You 
have to pull out all the stops now. 

STOP and think where you should be 
going in the new business environment. 

STOP and talk to your accountant, bank 
manager or your solicitor. 

STOP by your Trade Association, Chamber 
of Commerce or your local business 
club. (Have you joined one?) 

EACH may have invaluable advice. And 
if you don’t know where to start, please 


is perhaps best described by 
the recent story 
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ring the DTI Hotline on 01-200 1992, 
or your local DTI office. 
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THEY can direct you to expert advice and 
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provide you with news of the latest 
developments from their Single Market 
information service. 

IWTHE most important development 
is that you’re now part of 
the largest free market 

SET up your stall. 
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OVERSEAS NEWS 


Brussels faces rough ride in drive for consensus on Japanese cars 

Little evidence exists that EC nations are overcoming deep splits on dealing with a threatened flood of imports, Guy de Jonquieres writes 


T HE European Commu- 
nity will make a new 
attempt this week to 
overcome deep internal divi- 
sions about how to tackle the 
competitive challenge posed by 
the Japanese car industry after 
1992. The politically vexed 
issue, closely bound up with 
EC plans to create a single 
market, is due to be discussed 
by foreign ministers in Brus- 
sels today and tomorrow. 

Tim European Commission is 
seeking to establish enough 
common ground between the 
Twelve to open talks with 
Tokyo on some arrangement to 
prevent a sodden surge of Jap- 
anese vehicles flooding EC 
markets in three years' time. 

But thnngh the Commission 
has repeatedly shifted its 
approach in a bid to build con- 
sensus, little evidence exists 
that EC governments are con- 
verging. In some cases, 
national positions have become 
more deeply entrenched. 
Hence, chances appear slim 
that the Commission will be 
able to formulate a coherent 
set of EC demands to present 
to the Japanese, its best hope 
may be to try to stop splits in 
the Community's own ranks 
growing any wider, and to rely 
on Japan to co-operate in find- 
ing a solution. 

The Commission's immedi- 
ate challeng e is to find a politi- 
cally acceptable way to lift the 
long-standing curbs on Japa- 


nese car Imports in force in 
Britain, France, Italy, Portugal 
and Spain. There Is general 
agreement these curbs cannot 
remain after 1992, since they 
would be legally unenforceable 
in a single mar k e t w h ere goods 
and services flow freely 
between EC countries. 

Mr Martin Bangemann, the 
West German commissioner 
for industry responsible for the 
internal market, originally pro- 
posed national curbs be lifted 
by 1992, and that the EC 
should freely accept Japanese 
car imports. In theory, the 
Commission would be entitled 
to insist an that course, since 
most national restrictions 
require Its legal approval But 
Brussels is worried this would 
risk an explosive political con- 
frontation, which could lead 
some EC countries to defy EC 
law by continuing, and possi- 
bly intensifying, protection of 
their markets after 1992. 

At present, Japanese makes 
hold about io per cent of the 
overall EC market Their share 
Is limited to 3 per cent In 
France - even less in Italy. 
But in Denmark and Ireland, 
which have no car industries 
and no Import curbs, the Japa- 
nese account for about 30 per 
cent of sales. 

After heavy lobbying by EC 
governments and carmakers, 
Mr Bangemann switched tack 
late last year. He still wants 
national restrictions removed. 



has no curbs on Japanese car 
imports. Though Belgium has 
no locally-owned car industry, 
it is host to assembly 
operations belonging to Ford, 
General Motors and Vtflkswa- 


Japanese share 

off Western European car market 


IOPEAN 
MARKET 

but is proposing a “transi- 
tional" EC-wide hmit on Japa- 
nese car sales as a step to the 
eventual goal of complete EC 
liberalisation. That approach 
has been endorsed in broad 
outline by all 12 governments. 
But great differences re main 
over the aU-important question 
of how to put it Into practice. 

EC dahberaticns on this, as 
on other trade Issues, have 
been bedevilled from the start 
by tensions between its liberal 
end protectionist members. 
The argument has been further 
complicated recently by a bald- 
ening of the French position. 

Mrs Edith Cresson, France's 
Minister for European Affairs 
and an enthusiastic “Japan- 
basher”, appears in the past 
few weeks to have gained the 
ascendancy over Mr Roger 
Fauroux, Industry Minister, 
who favoured a more concilia- 
tory approach. France’s tough 
line is broadly supported by 
Italy and Spain. More surpris- 
ingly, it has attracted tacit 
harking from Belgium, which 


The main issues on which 
the EC remains mmprfflpd are: 
• The starting date and dura- 
tion of the proposed transi- 
tional arrangements. Britain, 
West Germany and the Nether- 
lands want them to last as 
short a time as possible, 
though they have not specified 
how long. France, Italy and 
Spain want them to run for 10 


France also insists the EC 
should make clear from the 
outset it would only be pre- 
pared to end the proposed 
arrangements if it Judged the 
balance of trade In cars with 
Japan to be sa t i sfa ctory. 

• The nature of the arrange- 
ments. No agreement has been 
reached on a mechanism for 
enforcing curbs on Japanese 
car imports, how they should 
be eateiiated, or what growth 
should be allowed over their 
ltfetime. Currant thinking in 
the Commission favours an 
overall EC ceiling set at a level 
which would prevent sudden 
dramatic increases in Japanese 
penetration of restricted EC 
markets such as France, with- 
out curtailing sales on open 
kets such 



Soutck Wurtry etfmetaa 


markets 
many. 


as West Ger- 


Such tuning may be 
hard to achieve without steps 
to prevent Japanese cars being 
freely shipped from "open" 
national markets to "closed" 
ones. But such an arrangement 
would directly conflict with the 

EC'S Of ftHwinuHng all 

internal trade obstacles after 
1992. 

• Japanese car production at 
overseas "transplants". This is 
politically the most sensitive 
issue of an, and the one where 
the EC talks most risk becom- 
ing bogged down. 

France and Italy, in particu- 
lar, are anxious that Japanese 


carmakers be. prevented from 
undermining future EC 
restraints on their direct 
exports by increasing deliv- 
eries from their assembly 
plants In the EC, North Amer- 
ica or Eastern Europe. Britain 
and West Germany, by con- 
trast, oppose restrictions ‘ on 
transplants. As well aa want- : 
lug to defend inves tments in 
local production facilities by, 
Nissan, Honda and Toyota, the 
UK fears that any EC at t em p t 
to restrict imports from Japa- 
nese car plants in North Amer- 
ica would unleash a transatlan- 
tic trade war. 


The Commission is torn 
between these opposing view- 
points. It accepts that, legally, 
cars m qda at Japanese-owned 
plants in the EC are European 
products and cannot formally 
be included in any restrictions 
on Imports from Japan;’ 
Equally, it acknowledges the 
political dangers of trying to 
limit, imports from Japanese 
- transplants in North A m e ri ca. ; 
-. But the Commission also 
Judges that it will be politically 
almost impossible to achieve « 
consensus between the Twelve 
if transplants are left com! 
pletleiy out of the equation; 
Even liberals in Brussels con- 
cede some way must be found 
to ensure that any large rise in 
Japanese carmakers' produc- 
tion In the EC should be 
matched by a cut in their 
imports from Japan. j 

Officially, the Commission 
has. said only that the transi 
plant issue will "have to be 
taken into consideration” in ifa 
planned talks with the Japan 
nese Government This vague 
formulation appears intended 
to keep its options open while 
it tries to devise a solution. But 
it seems increasingly unlikely 
the Commission will table firm 
proposals on this, or other 
detailed provisions, when it 
opens talks with Japan. It has 
said it requires no negotiating 
mandate from EC ministers 
because it does not plan to con- 
clude a formal trade accord. 


Instead, Brussels appears to 
be counting increasingly ou 
the Japanese to helm the EC 
out by entering into an unoffi- 
cial understanding, which 
would commit them to 
restraining their car sales in 
the Community. 

The EC’s disunity and confu- 
sion may prove its strongest 
card. As the Commission win 
donbfless argue, failure by 
Japan to exercise prudence 
over car sales in the next few 
years could harm its own lon- 
ger-term interests. 

ff Japan did not offer satis- 
factory assurances on cars, the 
EC’s fragile cohesion could dis- 
integrate completely, prompt- 
ing its more protectionist mem- 
bers to barricade their national 
markets. That would imperil 
the ultimate of a unified 
European market free of exter- 
nal trade barriers. Japan 
appears to have got the mes- 
sage. According to reports 
from Tokyo late last week. Its 
government is prepared to go 
along with restrictions on fits 
carmakers’ sales in the EC 
after 1992, provided they do not 
extend into the next century. 

But there would also be clear 
risks attached to entering into 
the kind of non-contractual 
understanding on managed 
trade which Brussels seems to 
have in mind. Not least would 
be the problem exterminating 
an arrangement which, strictly 
qnwiriwg ; bad never gris ted. 


Artists choose their tools 
to match their creative ideas 



Now, there’s a way for home- 

- video enthusiasts to shape their 
creative ideas in exactly the form 
they desire: Because the new 
Hitachi compact S-VHS video 
movie has Professional Automatic 
Exposure for a truly versatile choice 

- of seven automatic and manual 
operating modes. . 

In Auto mode the new 
VM-S83E automatically sets the 
optimum focus, aperture; shutter 
speed and white balance. P mode 
helps reduce blurring, and PS mode 
is designed specifically for crisp shots 
of sports and other fast- moving 
action. In PD mode; depth of field 
is enhanced to focus dose and 
distant subjects clearly; while in 
aperture-priority D mode a sharply 
focused foreground subject can 
be made to stand out against ‘soft- 
focused’ background elements just - 
like in the films. 



lb capture a fleeting moment 
with absolute clarity, S mode auto- 
matically adjusts aperture to match 
the shutter speed selected, up to a 
remarkable 1/10000 sec. And for 
enhanced creative effects tike never 
before, the VM-S83E also has full 
manual M mode. 

The amazing flexibility of the 
VM-S83E reflects Hitachi’s approach 
to designing quality products. We 
are committed to offering state-of- 
the-art technology in dependable 
products with versatile; easy-to-use 
functions. So users of our products 
always have at their disposal the 
tools they need to give form to their 
creative ideas. 

Quality: It’s a state of mind. 
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Bush seeks to end split 
on global warming issue 

By Pater Riddell, US Editor, in Washington 


PRESIDENT George Bush and 
his senior advisers were yester- 
day seeking to resolve a split 
within his Adminis tration over 
the global wanning issue, in 
advance of a speech he Is due 
to deliver on the subject to an 
international conference in 
Washington flifa morning. 

The speech was originally 
planned as a full statement of 
the US position, stressing Mr 
Bush’s desire to take the lead 
on global wanning before a 
series of international discus- 
sions. This week’s meeting of 
scientists and "ffMak on the 
Intergovernmental Panel on 
Climate Change set up by tine 
United Nations will be followed 
by negotiations later this year 
in the US on a framework con- 
vention on reducing the gases 
produced by the burning df 
mal and off. , 

Mr Bush, who has presented 
himself as the environmental 
president, has proposed spend- 
ing Slbn <£625m) on climate* 
change research as well da 
planting lbn new trees a yea*. 

Mr William Reilly, head qf 
the Environmental Protection 
Agency, and other senior offi- 


cials have proposed that Mr 
Bush take a strong line, 
em phawiahig the proposals the 
US has already made and is 
pr ep ar ed to fe»i «*. 

But Mr John Summit, White 
House Chief of Staff, has 
sought to rewrite the original 
draft to take a more sceptical 
stand, highlighting the uncer- 
tainties of predicting that 
world temperatures will rise 
because of these gases. 

Mr Sununu, who fas dashed 
with Mr Reilly several times, 
has led the criticism by conser- 
vative Republicans against the 
warnings of environmentalists 
which, they argue, are exagger- 
ated and based on uncertain 
scientific data. Hence Mr Sun- 
nnu and his allies maintain 
that a dramatic shift in energy 
sources is unnecessary. 

He said on TV yesterday that 
"faceless bureaucrats on the 
environmental side 0 favoured 
policies which would cut off 
the use by the US of coal, oil 
and natural gas. The argument 
over the speech affects how far 
the US is able to take a leading 
role in international discus- 
sions on these issues. 


Scrap MFA, : Tokyo to tell 
Brussels and Washington 


JAPAN will table a proposal 
today challenging the US ami 
the European Community to 
end the politically sensitive 
Multi-Fibre Arrangement limit- 
ing world trade in textiles and 
c lot h ing, and include teriiVw 
under the General Agreement 
on Tariffs and Trade as soon as 
possible, Robert Thomson 
reports from Tokyo. 

The proposal argues that 
resolving the textile issue is "a 
key factor governing the out- 
come of the Uruguay Round" 
of multilateral trade ta»r* . and 
world textile trade must be lib- 
eralised in the interests of 
developing countries. 

The submission will be pres- 
ented at a Geneva meeting of 
the textile nego tiating 
tee under GatL Japan 


will prompt the US and EC to 
t hink more seriously about 
scrapping the MFA, due to 
expire on July 31 next year. 
"Ail restrictions based on the 
present MFA should, in princi- 
ple, he eliminated, by the end of 
July 199L" 

It accepts that a sudden end 
to the MFA could produce an 
unacceptabl e sur ge in textile 
exports, and provides for phas- 
ing out curbs on textile 
exports, with total integration 
under Gatt rules "by the end of 
1399 at the latest". 

Curbs during transition to 
Gatt should be governed by, 
objectivity and strict proce- 
dures, limited application, lim- 
ited duration, automatic 
phase-out mechanisms, and 
equity. 


Japanese party leaders launch 
general election c amp aigns 


JAPANESE party leaders over 
the weekend officially 
launched their campaigns for la 
general election later this 
month - the ruling Liberal 
Democratic Party’s most vital 
poll test in 35 years, Stefan 
Wagstyl reports from Tokyo. •' 

A record 953 candidates will 
contest the 512 seats in the 
Diet's lower house on February 
18. The LDP, which won 304 
seats in 1986, hopes to retain 
its majority with 257 or more 
seats. The opposition parties, 
including the largest, the 
Japan Socialist Party, which 
won 88 seats last time, ase 
fighting to overthrow LDP 
rale. 

In polls last year, opposition - . 


ies took control of t 
t’s upper house for the fo 
time since the 1950s. LDP si 
port had plummetted becau 
of an unpopular consumstii 
tax, controversial farm policS 
&nd the Recruit finnnH qT sea 
bas since recover* 
Mr ToshQd Kaifu, Prime Min 
tor. has performed well, whl 
the socialists have failed 
capitalise on last year’s su 


Tie result is seen as dos 
with independents and centri 
parties holding the haiaww 
power. Sixty-six women cant 
dates are standing. The sock 
jstpatty. led by Miss Taftai 
Dot is ffelding she women. T1 
,IJ)P is fielding none. 


WORLD ECONOMIC INDICATORS 


iNOUSTRIAL PRODUCTION (1385 = 100) 


US 
Jap 
W Oatmany 


Dec -89 NOV -Ocruu — Dec -88 
t15.4 115.0 174.6 113.5 

120.7 120.8 119.7 iiy? 

115J 112* 11JL2 109 ;J 


S& change 
aver 
previous 
"■yiar 
+1.7 
+.3.1 
+ 5.4 


UK 


Nov '89 Oct '89 Sept ‘89 
113.8 112.8 111.2 

111.4 112.0 111,0 


Nov ‘68 
110.1 
110.7 


+ 3.4 

+0.6 


Hafcr 


Oct '88 

1192 


Sept ‘89 -Aug "8S 
11&3 121.0 


Oct '89 
118.0 


+2.8 


Souroic tmc*pf US) run**** 
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On the evening of 
28th December 1989, 

Europe's number one 
computer group first 


saw the light of day 
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When Bull and Zenith merged, the full significance of the event may have 
escaped you. An estimated turnover for 1989 of 6.5 billion US dollars makes 
Bull with Zenith Europe's leading computer group. Why not let us expand 
your horizons? If you're looking for a complete IT solution. Bull with Zenith 
has all the answers. We have the woritT s largest range of computers, from 
portables to the most powerful mainframe. And the determination to bring you 
the innovative solution that you won’t find anywhere else. Perhaps your 
situation demands a PC solution. In that case, you need Zenith Data 
S ystems , Bull's micro-computing division. Naturally, you're looking for 
flexibility and versatility. We can offer you 15 PC models, and they all 
conform to MCA, ISA and EISA standards. Naturally, you insist on only the 
most advanced technology. At Zenith the latest and most significant research 
finds its way straight into our equipment, with the minimum delay. Naturally, 
you recognize the importance of an extensive support network. We're 
completely at your service - in 1 7 countries with 1,000 distributors and 1,500 
dealers. Working in harness with Bull and Zenith's commercial engineers, 
that's the third largest computing sales force in Europe. And then, there's the 
future. Behind Zenith is the power of M - 12 manufacturing bases, 14 
research centres on 5 continents, 7,000 research workers and distribution in 90 
countries worldwide. 50,000 people just waiting to prove to you that Bull 
with Zenith is Europe's Number One Computer Group - now and for a long 
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time to come. 
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BUILD-UP TO BRITAIN’S MARCH BUDGET 
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Conservative MPs oppose increases in tax 


By PhlBp Stephens, Political Editor 


GOVERNMENT s up port e rs • at 
Westminster are overwhelm- 
ingly opposed to tax increases 
in next month’s budget despite 
a consensus that Mr John 
Major, the Chancellor of the 
Exchequer, should set lower 
inflati on as his first priority. 

A Financial Times survey of 
the ruling Conservative party’s 
MPs shows that most agree 
that Mr Major - whose person al 
s tanding Is shown as extremely 
high- would be justified in rul- 
ing out reductions in i nc o me 
tax when he unveils his first 
budget on March 20. 

Surprisingly, a large major- 
ity are also against any 
increase in the £30,000 ($50,400) 
ceiling on home mortgage 


interest tax relict The Prime 
Minister is widely thought to 
favour such an increase. 

Three-quarters, however, 
reject suggestions in the Trea- 
sury that the Chancellor 
sho uld reinforce his efforts to 
slow the pace of price rises by 
not uprating personal tax 
allowances in line with infla- 
tion. 

Increases in income tax are 
regarded as too damaging polit- 
ically, with the Government 
lagging behind Labour by 
about 10 percen ta ge points in 
the opinion polls and its sup- 
porters concerned about the 
introduction in April of the 
poll tax, which will replace 
local government charges. 


In parallel, a growing feettng 
that the Government must 
respond to the demands of vot- 
ers for better public services is 
reflected by the fact that 
almost half of the MPs believe 
it should use part of its surplus 
to increase public spending. 

The MPs’ views have been 
conveyed to Mr Major and bis 
Treasury team in a series at 
almost-daily meetings during 
the past two weeks. laving up 
to his reputation for listening 
attentively to the opinions of 
government supporters, Mr 
Major has allowed every Con- 
servative MP time to put his or 
her view directly to a Treasury 
minister. 

The FT survey attracted 


bum 102 Cons e rvative 
representing 27 per cent 
of the Government’s total of 
873 seats in the House of Com- 
mons. 

The survey shows that most 
Tory MPs axe confident that 
Mr Major has time to turn the 
economy round before the gen- 
eral election which must be 
called by mid- 1992. Same 94 per 
cent are either "very confi- 
dent" or “moderately confi- 
dent" of a significant improve- 
ment 

More half — 56 per cent 
— say interest rates are too 
high, while 42 per cent are 
resigned to the current squeeze 
an bor r owin g and spending: 

Two-thirds agree that lower 


Inflation should be Mr Major's 
first priority in the run-up to 
the election, although a s i m i lar 
majority argue that he should 
not freeze the excise duties on 
petrol, alcohol and tobacco. 

Substantial minorities are 
also concerned that the Chan- 
cellor aT ywdfl introduce incen- 
tives to boost industrial invest- 
ment and encourage personal 
savings. 

Mr Major's popularity is 
attested to by 85 per cent of the 
respondents who described bis 
performance so far as Chancel- 
lor as either “excellent" or 
“good." No one chose the 
option “disappointing,” 
although one dissident c hrae 
to write in “boring." 
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London expects big fall in government public debt repayments 


By Simon Holberton, Economics Staff 


THE CITY of London is bracing itself 
for the possibility that the Govern- 
ment’s budget surplus will be much 
lower than expected in the 1989/90 
financial year. This might force the 
Bank of England to resume selling 
gilt-edged stock in the coming finan- 
cial year. 

Some City economists believe the 
surplus this year could be less than 
ball tbe £l4bn forecast by the Trea- 
sury in March and well down on the 
Treasury’s revised forecast of £12£bn 
published in November. 


The Treasury will publish full data 
on last month's public sector debt 
repayment (PSDR) on February 16. 
Bat figures published daily by the 
Rank of England, which mirror a 
large part of the Public Sector Bor- 
rowing requirement, suggest the 
Exchequer’s tax take was qp to £3bn 
lower than in January 1989. 

Warburg Securities and NatWest 
capital Markets forecast a fall in the 
PSDR to around £4J>bn or less in Jan- 
uary -£3bn smaller than in January 
1986. This decline reflects lower-tban- 


expected receipts of corporation tax. 

Warburg believes this is part of a 
permanent change in the Govern- 
ment’s finances and that the 1990/91 
budget surplus will be much smaller 
fhnn the £10bn which the Treasury 
forecast in last year’s budget state- 
ment. In this situation tbe Bank 
might have to issue up to £5bn of gilts 
next year. 

Mr Stephen Hannah, at NatWest 
Capital Markets, argues that much of 
the erosion of the budget surplus 
reflects “one off* factors, although he 


agrees that the PSDR is past its peak. 
But the budget surplus win rebound 
next year and the Bank will not have 
to issue gilts, he says. 

Mr John Major, the Chancellor of 
tbe Exchequer, hinted two weeks ago 
thaf that try* budget mnrplw? was con- 
tracting faster than expected when he 
said the outturn for 1989/BO would be 
“somewhat" 1— tham the forecast in 
the Autumn Statement, the Govern- 
ment's forecast for the economy. 

At that time the Treasury had no 
clear idea of the extent to which it 


would undershoot. But with the last 
of the corporate taxation payments 
for January being made last week it 
lias became clear that revenues have 
dprfiripa substantially. 

StfQ unknown, however, is whether 
local authorities and public corpor a - 
tions have continued to borrow at the 
rate indicated over the last months of 
1989. 

If thia has happening then the 
PSDR could be even lower than some 
securities houses are assuming. 


Rover looks at first 

round-the-clock car 
production in UK 

By Kevin Done, Motor Industry Correspondent 


ROVER GROUP, the leading 
UK car producer, is consider- 
ing thn introduction of three- 
shift, round-the-clock working 
on one of the car assembly 
Hmw at its Longbridge, Bir- 
mingham, plant In the Mid- 
lands - the first such move by 
a UK vehicle maker. 

Rover would be foflovnng the 

example of General Motors 
(Vauxhall/Opel). GM became 
the first car producer to intro- 
duce round-the-clock working 
at a European car assembly 
plant two years ago with a suc- 
cessful three-shift assembly at 
its. Zaragoza assembly plant in. 
nortii-east Spain. 

General Motors is following 
Hwa ArpMiTnimt by moving to a 
gtmfinr 24-hour assembly pat- 
tern at its Bochum car plant in 
West Germany with effect from 
April. It will be the first car 
producer to make such a radi- 
cal move in the Federal Repub- 
lic. 

European car producers 
have been seeking Ear-reaching 
reforms of working practices at 
assembly and components 
facilities in an effort to 
increase production, capacity 
without building expensive 
plants to cope with record 
demand. 

Rover has approached, 
unions at the Longbridge plant 
to introduce round-the-clock 
working on its Rover 200 
assembly Una, which also pro- 
duces the sister car, the Honda 
Concerto, for the Japanese car 

mafcgr. 

The initial response from the 
Longbridge wor kfo rce has been 
to call for a 85-hour week in 
ml i im f hr to tbfl radi- 


cal change in shift patterns. 

Mr Joe Carroll, convenor of 
the Longbridge plant, said: 
“We are not opposing three 
shifts, but to get them in they 
will have to nance to a 35-hour 
week.” 

Rover has been unable to 
cope with the strong demand 
for the 200 since its launch late 
last year. 

Despite the addition of a sec- 
ond shift two weeks ago, which 
is expected to increase produc- 
tion to 3,700 a week by the end 
of this month, and eventually 
to a TnaviTii nm of 4J5QO a week, 
the group believes it will need 
yiMMwwi capacity. 

Tbe range is being launched 
successively in continental 
European markets, ami further 
derivatives, such as the Rover 
400 saloon and a planned 
coupe, will be introduced later 
this year. 

Mr George Simpson. Rover 
managing director, said: 
“Demand is such that we are 
actively looking at three-shift 
working as a planning exer- 
cise.” 

The Rover 200/400 invest- 
ment programme was planned 
and approved on a two-shift 


Round-the-clock working 
would be “a bonus and a bene- 
fit," said Mr Simpson. 

Mr Simpson said Rover 
would expect to make a final 
decision on . the plan within 
three months. 

Rover employs about 2,500 
people on two shifts on the 200 
assembly line; a move to 
three-shift working would ere- 
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We can recommend the new 
Boeing 747-400. 

We helped to build it. 



Lufthansa has a long tradition increase in range, the new account In First Class, with 
of never buying an aircraft " off 747-400's can fly virtually electrically adjustable sleepers 
the peg". Hence, by investing anywhere without the need for in the extended upper deck; 
some 20,000 man hours and time-consuming refuelling In Business Class with extra 
implementing around 400 stops. They are .quieter and wide seats and plenty of 
improvements, our engineers more environmentally friendly, room to stretch out; and in the 
have turned the new 747-400 too. However, we wouldn’t be spacious and comfortable 
into a new, tailor-made Lufthansa, if we only flew you Economy Class. With such 
Lufthansa 747-400. Thanks to faster and smoother to your outstanding service, you’ll find 
aerodynamic improvements destination. Naturally we have that we keep our promise to 
that we suggested, giving an also taken your well-being into be excellent. 


@ Lufthansa 


FINANCIAL TIMES CONFERENCES 


COMMERCIAL AVIATION IN THE ASIA PACIFIC REGION 
TO THE END OF THE CENTURY AND BEYOND ; 

12 ft 13 February - Singapore 

Thg F fawprM •fimuc n nfermee bring together a moat dk twigniriirri 
panel of speakers to assess the massive growth in transport 
infrastructure which is expected in the region and examine the 
challenges ««d problems it will generate. Contributors include: Mr 
Iff Cbm Beng of die Singapore Tourist Promotion Board, Sr Odin 
Marshall of British Airways Pic, Peter Sutch of Cathay Pacific 
Airways Limited, Mitsuuari Kawano of Japan Airlines, Dean 
Thornton of Boeing Commercial Airplanes, Louis Harrington of 
Douglas Aircraft Company, Cecil Rosea of NASA, La Rauing of 
GAAC, Moehamad Socparuo of IATA and Ed Bavaria of General 
Electric. The conference has. attracted considerable support with 
born more than thirty countries taking part. 

THE LONDON MOTOR CONFERENCE 
5 March 1990 - London 

The Financial Times London Motor Conference, to. be charred by 
Dr John WonnaJd, Principal, BoozABcn A Hamilton Inter rational 
(UK) Ltd is the sixth in this successful series. Timed to oomdde with 
tbe Antapartac *90 Exhibition, distinguished figures from the 
industry will discuss the ch al lenges feeing vehicle and components 
manufacturers, sappdera. distributors ana . retailers as. the 


European Market approaches. The keynote address wffl be given 
Louis E Lataif, President, Ford of Europe Incorporated. Dr-Ing 
Hansjorg Manger, Member of. the Board of Management, Robert 
Bosch GmbH; Qsamu Iida. Managing Director of Honda Motor 
Europe Ltd; Professor Dr Walter Knnerth, Group Director - 
Automotive Systems Group, Siemens AG; Tom Fanner, Chairman 
and Chief Executive of Kwik-Fit Holdings PLQ Richard . Martin, 
Chief Executive of Mann EgertonA Company Ltd and Pear J Edge, 
Director of Partco Group Ltd are among the speakers taking part. 

WORLD PHARMACEUTICALS CONFERENCE 
26 & 27 March 1990 - London 


This topical two-day conference will focus, on research, development 
and marketing and assess the rapid change* facing the international 
pharmaceuticals business in the next decade, at a lime when the 
industry has sera a number of me r gers and business alliances. Tbe 
steadily rising costs of research, the need to identify corporate R.& 
D strategies to maximise capital returns and fee challenges of new 
product devdopmeat will also be debated. Sr Paul Gtral&mi of 
Glaxo Holdings will deliver fee keynote' address' and bfeafspeduft 
include; John F Chappell, SmithKJnie Beecbam; Professor Dr Jurgen 
Drews. F Hoffmann- La Roche; Igor Landau, Rhone-Poolenc Saute; 
Dr Andrew G Bodnar, The Squibb Institute for Medical Research; 
Professor Trevor Jones, The Wellcome Foundation; Professor Walter 
P von Wartbnrg, CIBA-GEIGY AG and Robert Hankio, 
Co mm i s sion of the European Communities. The conference is being 
arranged in a s so ci ation wife Coopers A Lybrand Ddoitte, 

THE EUROPEAN WATER INDUSTRY 
26 ft 27 March 1990 - Loudon 

The European water industry is set for a decade of controversy and 
change as tbe environmental lobby and the European Commotion 
seek to tighten standards and improve quality. This conference will 
provide an important opportunity to e»nwiw* fee crucial derisions 
and challenges facing the industry in Europe, fee environment issues 
involved in water supply and in improving pollution control. 
Speakers include: The Rt Hon Christopher Patten MP, Secretary of 
State for the Environment, Martin Gruner, Parliamentary State 
Secretary, Federal Ministry for the Environment, ‘Nature 
Conservation ft Nuclear Reactor Safety, The Rt Hon The Lord 
Crickhowell, Chairman of the National Rivera Authority, Christine 


the Water Companies’ Association. 


AM 


jdc and Michael Swallow, Director of 


i should be addressed to: 

- I Times Conference Organisation 
126 Jermyn Street. London SW1Y4UJ 
Teb 01-925 2323 (24-hour an s wer in g service ) 
Telex; 27347 FT C ONF G Fax: 01-925 2125 


NOTICE TO THE WARRANTHOUDERS 
OF 

ORIX CORPORATION 

(FORMERLY NAMED AS -ORIENT LEA8MG CO. 


LTD.") 


USD 60,000,000 

2% PER CENT GUARANTEED BONDS DUE 1891 
WITH WARRANTS TO SUBSCRIBE FOR 

SHARES OF THE COMMON STOCK OF ORIX 
CORPORATION 

ma 8 u “p»°? Pr,c ® captioned 

teU “ 01 “ nv " ab U> bond, 

’• saswpssv: ttssr 1 - 

a. two Issues of convertible bonds due 1894 and 1996 
respectively, effective 29th January 1»S£ amf 

b. Issue of new shares, effective 30th January 1990 

z SEESfbl ""Sf <***■ of the above 
mentioned Warrants has been adjusted twice as follows: 


Subscription Price before adjustment 
Subscription Price adjustment effective 

as at 28th January 1990 
Subscription Price adjustment effective 
as at 30th January 1990 


: Yen 3,838.1 
1 Yen 3.S3&5 
: Yen 3,831.4 


Qftoc corporation 
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TO EXPERIENCE THE FUTURE, 

A CAR THAT CAN PREDICT IT 



“ t Gito^nj Our designers have always shown an uncanny system, which monitors the XM’s progress, and makes modifica- speed of 138 mph. And the reassurance of AiJb braking will give 

ability to anticipate the future; Now . theyVe developed tions to its handling within just 0.05 of a second. Fast enough you the confidence to explore its power 

, to anticipate the road ahead. .. Or the XM* immaculately finished interior with leather 

Thf -Cihoen XM. ■' That’s just part of an overall design so progressive that trimmed seats and full air conditioning control, front and back. 

- / • A-i fet’:^any ^adjusts- its ride from limousine our competitors could have envisaged it only with second sight. All in all, we didn’t need a crystal ball |g — “"~ 

.-mtothnor [ 6a .-ftst 'itadght .joads, :to a :taut sporty feel on Like the XM* Bertone body styling, which creates a to foresee that 57 motoring experts from 17 

Winding -country 7 btnek 1. flowing band of light around the passenger compartment through European countries would vote it European 

■■■’•'■ . - it’s all ilwiks' : ^o CitrpS4> xiew computerised suspension its use of double-curvature glass. Car of the Year 1990. Because the experience of 

■’--’••V-' ” • JUL The specially developed 170hp 3 litre V6 engine, which driving it may change everyone’s expectations of a luxury cat 

'• TT N can speed -the XM from 0-60 in 7.8 seconds and on to a top THE ROAD AH EAD 

■ - # caftorncvui 

m* 


speed of 138 mph. And the reassurance of ABS braking will give 
you the confidence to explore its power 

Or the XM*s immaculately finished interior with leather- 
trimmed seats and full air conditioning control, front and back. 

All in all, we didn’t need a crystal ball } 
to foresee that 57 motoring experts from 17 

Eg/ -s/vXV; 

European countries would vote it European 

Car of the Year 1990. Because the experience of 

driving it may change everyone’s expectations of a luxury car. 
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Financial incentives to encourage 
NHS to refurbish older hospitals 


By Alan Pike, Social Affairs Correspondent 


THE GOVERNMENT will to- 
morrow encourage a shift 
away from new hospital build- 
ing in favour of the refurbish- 
ment of existing facilities, 
many of which have been 
neglected in recent years. 

“ Until now capital in the NHS 
has been treated as a "free 
good," with health authorities 
facing no continuing charges 
from the cost of building new 
hospitals. This approach Is due 
to be replaced by a more com- 
mercial system of charging fin- 
capital assets in April 1991. 

However, Mr Roger Free- 
man, junior Health Minister, 
will tell the Commons standing 
committee considering the 
National Health Service and 
Community Care Bill tomor- 
row that a “shadow system" of 
c apital charging is to be intro- 
duced in April - having the 


effect of Imposing stricter 
financial discipline cm health 
authority managers. 

Ministers believe the new 
system of capital charging will 
give health authorities finan- 
cial incentives to refurbish 
existing hospitals rather than 
build new ones. Mr Freeman 
will also outline plans to 
encourage authorities to 
brighten up hospitals, making 
them more attractive. 

Accountants throughout the 
NHS are preparing asset regis- 
ters ready for the move to capi- 
tal charging. The exercise has 
not yet produced a grand total, 
but when it does it is likely to 
show that the service has 
buildings and equipment val- 
ued at up to £50bn. 

However, the NHS has a 
maintenance backlog in excess 
of £lbn. Health authorities. 


within cash-limited 
budgets, have recently tended 
to devote all available money 
to patient services. Many face 
huge maintenance backlogs — 
Canterbury and Thanet nearly 
£57m, Enfield £51m, Central 

Bt rmfngharm niwf FreUchay ill 

the south-west berth KWfrn. 

Mr Freeman said he accepts 
that maintenance has often 
been neglected. 

“In the past there has been a 
temptation to solve this prob- 
lem by eventually doting hos- 
pitals and building new ones. 

“Sometimes this is the light 
solution - it Is good to replace 
uneconomic, half-empty Victo- 
rian institutions with purpose- 
built community units. But it 
is often far more cost-effective 
to modernise than rebuild. The 
NHS has more than 1,000 listed 
buildings among Its estate, so 


there are many where demoli- 
tion is not an option.” 

At Famborough. Hospital in 
Bromley, Mr Freeman saw how 
at a cost of £60,000 a large tra- 
ditional maternity ward had 
been adapted to a unit with 
rooms ranging from- two -to- six 
beds. This compares with a 
cost of £lm-£L5m per ward to 
build and equip a new hospitaL 

In qdriTHnm to the changes 
produced by capital charging, 
health authorities face another 
incentive to upgrade rundown 
buildings. The health reforms 
will introduce a funding sys- 
tem based on competitive con- 
tracts and patients are being 
told they will have greater 
choice. Health service manag- 
ers realise that few will choose 
to be treated in buildings with 
peeling paint and water drip- 
ping from 


Tory backbenchers want Major 
to present deflationary Budget 


By PfiJIJp Stephens, Political Editor 


TWO THIRDS of Conservative 
MPs believe that Mr John 
Major, the Chancellor, should 
put the defeat of inflation at 
the top of his list of priorities 
when he unveils his first Bud- 
get on March 20. 

An FT survey of the views of 
the Government's supporters 
underlines the growing consen- 
sus at Westminster that high 
inflation and a large trade gap 
will force Mr Major to rule out 
tax cuts. 

It shows that since taking 
over as Chancellor last October 
after the resignation of Mr 
Nigel Lawson, Mr Major has 
won the confidence of the vast 
majority of backbench Conser- 
vatives. Some 85 per cent judge 
his performance since then as 
either “excellent” or “good.” 

There is also considerable 
confidence that despite the 
economy’s present troubles, 
the Government can rely on a 
significant improvement in the 
outlook by the time of the gen- 
eral election due by mid-1992. 

Some 75 per cent of the 102 
Conservative MPs who com- 
pleted tiie FTs questionnaire 
replied that tax cuts should not 
be a priority this year. The 
replies represent 28 per cent of 
the Government’s total 
strength in the House of Com- 
mons and 35 per cent of its 
backbench s u pp o rters. 

The MPs, however, were 
equally adamant that Mr Major 
should not go into overkDl in 
his reaction to the twin prob- 
lems of inflation and the trade 
gap by deciding to raise the 
burden of income tax. 

dents believe that the Govern- 
ment should aim to keep a 
large budget surplus, nearly 
half t hink that there sho ul d be 
higher spending on key public 
services. 

One of the intriguing results 
of the survey is that a large 
majority of the MPs are against 
any increase in the £30,000 ceil- 
ing on mortgage interest relief. 

It has long been accepted at 
Westminster that Mrs Mar- 
Thatcher, the Prime Min- 
would have pushed up 


Sample of 102 MPs 


1 What should Mr Major sal aa 
his first pr i ori t y in Hia budget: 
Defeat of inflation: 66 

Help for industry: 22 
Measures to promote saving: 17 
Lower interest rates: 10 
Other 13 

2 Should cuts fat income tax be 
a priority? 

Yea: 25 
No: 75 

3 V yea should fltay focus ok 

Basic rate: 16 
Higher rate: 2 
Allowances: 20 

4 Is it important hat Am Gov- 
ernment maintains a large bud- 
get siupliMi? 

Yes: 64 
No: 31 

5 Should some of the surplus 
be used for: 

Tax cuts: 30 

Additional public spending: 49 

6 Should Mr Major consider 
raising income taxes by not 
Increasing aflowmseos? 

Yes: 21 
No: 76 

7 Is Ihe current level ot int e re st 
r a te s : 

Too high: 56 
Too low: 1 
About right 42 


S Should Mir Major increase 
mortgage interest reOef? 

Yes: 28 
No: 69 

9 Should he raise excise duties 
In Una with Inflation? 

Yes: 74 
No: 24 

10 Are there other tax c han g es 
be should make? 
Reduce/abolish stamp duties: 
29 

Raise investment allowances: 
10 

Cut/abolish inheritance tax: 14 
CuVaboiieh capital gains tax: 28 
Other. 9 

11 Hoar confident era you Bel 
the economic outlook will 

■ - ■- ^ - — aL— 

■npruvo stgntncanoy Mfom uii 
next election? 

Very c onfident 43 
Moderately confident 51 
Pessimistic: 6 

12 What la your judgment of Mr 
Major’s p erfor m ance aa Chan- 
cellor? 

Excellent 34 
Good: 51 
Fain 6 

Disappointing: 0 

Other (unproven/boring): 8 

I Wi ie ttean In rrooctod pmtt mittQm Tb* 
total* do not MOMMiHy odd up to 100 
Imoomou In oomo com MP* twvo not 


«¥*nr cpMWtan 
onrmn on* 01 


on* opSon. 


the ceiling had it not been far 
the fierce opposition of Mr 
Lawson. It now appears, how- 
ever, that despite the obvious 
attraction for homeowners, 
such a move would have the 
backing of only about a quar- 
ter of Conservative MPs. 

There is a similarly strong 
consensus that Mr Major 
should act to raise excise 
duties on products such as pet- 
rol, alcohol and cigarettes this 
year, even though that would 
give a renewed boost to infla- 
tion. 

The survey shows that a sub- 


stantial minority of backbench 
MPs also want the Chancellor 
to consider measures in the 
Budget to promote savings and 
to encourage industry to 
invest 

Uppermost in MPs minds, 
however, is the current level of 
interest rates. Some 56 per cent 
say that, at 15 per cent, rates 
are too hi gh - Against that, 42 
per cent agree that Mr Major 
has to keen them at that level 
to curb Inflation. 

Only one brave soul says 
that borrowing costs are too 
low. 


IoD proposes reform of taxes on benefits 

By Simon Holberton, Economics Staff 


A THOROUGH overhaul of the 
taxation of benefits has been 
urged on Mr John Major, the 
Chancellor. 

The Institute of Directors’ 
submission proposes reforms 
to rationalise and remove dis- 
tortions in the tax. treatment of 
benefits and expenses. 

It says that expenses reason- 


ably incurred by employees in 
pursuit of their employment 
should be deductible from 
gross salary or wages. 

The Treasury should allow 
tax relief on childcare 
expenses, the IoD adds in its 
submission. The lack of relief 
makes it uneconomic for 
women to work. 


The taxation of com] 
cars should also be 
The general level of scale 
charges should be increased to 
achieve an appropriate tax on 
the “perk” element in the car. 
But the business mileage 
threshold, above which the 
scale is halved, should be cut 
from 18,000 miles to 12,000. 
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Adams backs 
IRA ‘armed 
struggle’ 

By Ktoraxi Cooke In Dublin 

MR Gerry Adams, MP for West 
Belfast and president of Sinn 
Fein, the IRA’s political wing, 
has ruled out his party drop- 
ping its support for the “armed 
struggle" as a pre-condition for 
peace talks with the British 
Government. 

Speaking at Sinn Fein's 

annluil C0IB BH B IC9 lB T HiMm at 
the weekend, Mr Adams said 

Rrnn Brin — imlflta the British 

administration in Northern 
Ireland — had a democratic 
mandate to represent the polit- 
ical views of its constituents. 

“To demand that we con- 
demn armed struggle as a pre- 
condition for OUT mchminm in 
talks. Is a pretest for delaying 
the inevitable,” he said. 

Mr Adams said there was no 
question of a retreat from Sinn 
Fein’s of a imtiM Ireland. 
To sustained applause from 
delegates, he said that the 
Northern Ireland Secretary , Mr 
Petra - Brooke, had gone so for 
as to admit that there could be 
no m ilitar y defeat of the IRA. 

Hie British army fights in a 
lost cause, Mr Adams said. 
“They have tried for 20 years 
to kfll us. to imprison us, to 
marginalise us. They have 
triad to isolate us, to outman- 
oeuvre us. 

“They have tried to censor 
ns, to buy us off, to patronise 
us. And they have foiled, again 
Rnd again.” 

Mr Adams also strongly crit- 
icised the Irish Republic's Gov- 
ernment, accusing it of collabo- 
rating with Britain. 

Holiday Inns in 
£50m hotel deal 

By David Churchill 

HOLIDAY INNS International, 
the hotel chain owned by the 
Bass brewing group, yesterday 
announced a £S0m investment 
deal to open a Anther 12 of its 
Garden Court budget hotels in 
the UK over the next four 
years. 

Holiday has s igned an 
agreement with Common- 
wealth Hotels International to 
develop the Garden Court 
hotels hi the UK. Common- 
wealth Hotels is the largest UK 
franchisee of Holiday Inns. 




rules may change 


By Alteon Smith 

THE Government" Is set t o 
toughen the voluntary agree- 
ment with the alcohol industry 
about its sponsorship of sport- 
ing events. 

The result is expected to be 
an agreement of the Industry 
to use their non-alcohol and 
low-alcohol brands - in -such 
awnsorsbip wherever posable, 
rather than full-strength 
brands as at present. 

' The initiative is due after the 
meeting this week of the Minis- 
terial Group on Alcohol Mis- 
use, chaired by the leader of 
the Commons, Sir Geoffrey 
Howe. 

The Government is expected 
to approach The Port man 
Group,, an alcohol industry 
organisation, to seek Its co-op- 
eration. The Group was set up 
last October by AIlied-Lyons, 


tmHnnal Distillers and Vifit- 
n era ODV), Scottish andJSfow- 
castle, Seagram and^Whit- 


alcohol misuse. . . - _ 

Us director is Dr John Rae, 
former headmaster .of' "West- 
minster school. • 

-.w hile previous suggestions 
for tightening the roles.about 
alcohol sponsorship: " have 

foundered, the Industry's 


of non and low-alcohol been 
and lagers, . Is one of . the: rea- 
sons for raising the issue again 
now. • 

It has also been suggested 
that Mr Nicholas Ridley, Envi- 
ronment Secretary until last 
July, and now Trade and 
Industry Secretary, wou ld hav e 
opposed putting flesh restric- 
tions on sports sponsorship by 
the alcohol Industry. V : 


iWnvood 

The Rev Jesse Jackson in front of the Nelson Mandela 
statue on London's South Bank. The CIS politician 



Sooth Africa following 


Builders see cut in output 
after years of expansion 

by Andrew Taylor 


THE RISE In interest rates is 
costing home owner* in Lott- 
don morethanfl^OQ nyear, 
according to-a fiurveyby the 
Labour Party. Throughout 
the UK, mortoige. payiiieirts 
rose by at least £400 a year, 
it said. .• ’T. 

More than 54,000 mortgage 
payers were rrva six months 
-in arrears andfi,350 were 
.repossessed in. this first half 
of last year.' 


TWO SURVEYS published to- 
day provide evidence that the 
recession in UK house btdldhig 
is spreading to other sectors off 
the construction industry. 

The latest survey from the 
Building Employers' Confedra'- 
afion shows a sharp foil in new 
inquiries for construction work 
in London and the surge in 
office building in the capital 
appears to be drawing to a 
dose. Only 1 per cent of con- 
tractors in London reported an 
increase in inquiries for work 
daring the last three months of 
last year. 

According to the survey 
development prospects look a 
tittle brighter In the north, of 
the country, although It 
expects the recession to spread 
north by the end of the year. 


It says construction output 
across the country as a whole 
is expected to foil by at least 3 
per cent this year, reversing' 
the trend of rises in every year 
since 1981. It is concerned that 
rises in construction output 
have created too much space. 

A separate survey by British 
Aggregate Construction Mate- 
rials Industries (BACMI) shows 
that sales of sand, gravel and 
stone foil by up to 7 per cent in 
the last three months trf last 
year compared with the final 
three months of 196& 

That association says the 
downturn in demand for aggre- 
gates and ready-mixed concrete 
reflects a slackening of con- 
struction activity. . Sales of 
aggregates for 1989 rase to 
record levels, however.- 


South-east worst hit by 
downturn, says report 

By Hazel Dully " . " yy y,« 

THE GAB between the north 
and south of the UK could con- 
tinue to -narrow if the slow- ;, 
down in the economy does not 
intensify into a more general 
recession. 

Business Strategies, an inde- 
pendent group of economists, , 
confirms tn a report published 
today that the south-eastis 
suffering disproportionately 
from the combination of the 
Government’s high interest 
rates policy, and reliance on 
services. 

Bwrf nim -such as the West 
Midlands, East Anglia, Scot- 
land and even Northern. 

Ireland are relatively healthier 
either because of their greater . 
dependence oh- manufacturing/' 
making them less vulnerable 
to the domestic d owntur n, or 
because they axe less exposed 
to the impact of high interest \ 
rates on mortgage costs and 
consumer spending. 

Bat the forecasters warn - 
that there is a serious risk of a - 
deeper recession, accelerated 
by wage inflation. A serious 
decline in international com- . 
p etit! venesB would act to. the; 
detriment of regions whose 
manufacturing base has served .. 
them wdlinthe fost year. 

If this proves to be. fixe case, 
tiie prediction is that the '. 
regions which are now rela- 
tiyely healthy would Jw hard >; 


hit, and' 
to -emerge from recessum>.as 
happened is the 1980s. - "ii 

Mr Nicholas Ridley, Trade 
and Industry Secrttarjirhas 
argued that' there will : be 7 a 
boost to the regions witiT tiie 
new uniform business rate and 
fevahMtfidn ofproperties. That, 
however, wm not deflect the 
iAbote Forty;: which plans to 
attack Mr Ridley hr the Com- 
mons, this week, -for his plans 
to cut back regional aid to 
industry.: 

Last week's white -®®per eh 
public spendings showed DTI 
ex pe nditure oh 'regional and 
general Industrial support 
scheduled fo foil from £372m 
tide year tbr£3QQnL • '• 

OK Regional Planning Ser- 
vice, JtosineSa. Strategies, to 
Kendrick Mews, Limdon SW7 




Quality may decide ITV licences 


By Raymond Snoddy 

MR David MeUor, the Home 
Office minister responsible for 
broadcasting, yesterday gave 
tiie clearest indication so for 
that quality of programmes, 
not just the highest bid, could 
determine who wins the new 
commercial broadcasting 
licences. 

Mr MeUor said that quality 
was the single most important 
“exceptional circumstance" to 
be considered by the Indepen- 
dent Television Commission, 
the body that will replace the 
IB A, when deciding whether 
the 10-year licences go to the 
highest bidder. 

The Broadcasting Bill now 
before Parliament specifies 
that new licences for Channel 
3, as ITV will be known in 
future, go to the highest bidder 


except in exceptional dream- 
stances. 

“The primary exceptional 
circumstance in my judgment 
is quality,” Mr MeUor empha- 
sised yesterday in an interview 
with David Frost on TV-am. 

Mr MeUor added that if a 
bidder soared over the initial 
quality threshold “an excep- 
tional. circumstance could well 
be that somebody was excep- 
tionally better qualified on pn>- 
gramnring such as would jus- 
tify the FTC preferring his bid.” 

He conceded that some law- 
yers insisted that under the 
bill as drafted quality was not 
included as an exceptional cir- 
cumstance althou g h he said it 
was a moot point If further def- 
inition were needed. 

The issue comes up in the 


committee stage of the bin tfafs 
week and ifl Mr Mellar said, he 
thought there was a need to 
change the wording he would 
“go into discussions with my 
Colleagues and try to persuade 
them on that view ” 

Today Mr Robin Corbett, 
Labour's broadcasting spokes- 
man, will call on Mr MeUor to 
translate his apparent (hangs 
of ndnd into amendments to 
the -MO. 

Mr R ichar d Dunn, rfarirro n y 
of the tW' Assoclationand 
ing. director of Thames 
emphasised 


that the ITV companies 
i always supported a form of 
co mp etitive tender for the new 
franchises -but one in which 
quality weighed as strongly as 
money. 


U . ■-» ■■ ■ , 

Abbey National 
float criticised 

; MEMBERS OTAl^Nationkl, 
the second largwst building 
society untft its stockmarket 
flotation last year, would have 
done much bettor out of the 
change if the society had been 
taken over by- afr outsldefori- 
der, says a repent out today, u, 

The report* by Morgan Gren- 
fofo the merchant bank, says 
the free shares given to Abbey 
members would have been 
worth about £240 instead of 
£Z40 had Abbey not also raised 
cash. .Had. the .society been 
bought, each .mem ber Would 
have received £500 or more. 

: The report says the bufoShg 
societies sector win become 
smaller in. tiie hext few years. 

Building Societies: Learning 
from the Abbey Natkmal itor- 
oan Grenfell, 23 Great' Winches- 
ter Street, London ECZ £5& r 


More Black Country smokestacks tumble 

Richard Tomkins ponders on the West Midlands’ future as the last steelmaker closes 


I T rated barely a headline 
and went almost un- 
remarked, but last week's 
announcement that F.H. Lloyd 
Engineering Steels, of Walsall, 
was to dose with the loss of 
178 jobs marked the end of the 
steel making industry in the 
West Midlands. 

In its heyday, the plant was 
the biggest in Europe and was 
one of a dozen on the grimy 
Black Country landscape, 
sprawling out between Bir- 
mingham and Wolverhampton. 
Latterly, however, in a much- 
shrunken state, it has been dis- 
tinguished by being the last 
Appropriately, perhaps, the 
three-paragraph announce- 
ment that constituted the final, 
chapter in its history was 
accompanied with as little fan- 
fare as the opening two centu- 
ries earlier. 

There were few headlines in 
1709 when Abraham Darby, the 
Quaker Ironmaster then work- 
ing in the Coalbrookdale area 
ot Shropshire, discovered the 
secret of smelting iron ore over 
coke instead of charcoal. 

The implications ot his dis- 
covery were immense. Char- 
coal was costly and in short 
supply, while coke was plenti- 
ful and cheap: its use opened 
the way to large-scale iron pro- 
duction, in turn giving birth to 
the industrial revolutioi 
Mass production 
began in the East 
coalfield, hut by the 19th cen- 
tury it had begun to edge east- 
wards into the present-day 
West Midlands canurl»tian to 
tap the abundant deposits of 
iron ore, limestone arid coal in 
south Stoffordshire. 



Grime and dereliction: the legacies of an industrial past 



It was a sparsely populated 
and isolated part of England, 
but was transformed by the 
mushrooming iron and steel 
trades into what it remains 
1 the foremost centre of 
related manufacturing. 

Local folklore says that the 
smoke belching from the chim- 
neys of a thousand furnaces 
gave the Black Country its 
rmmB a century or more ago. 
Yet that name Is increasingly 
losing its meaning as the 


smokestacks come tumbling 
down. The death knell of West 
Midlands steel making was 
sounded In the mid-1970s when 
toe then British Steel Corpora- 
tion embarked on a programme 
of investment in five large inte- 
grated steelworks — Llanwern, 
Port Talbot, Ravenscraig, 
Scunthorpe and Teesside. 

Two oil price shocks and the 
consequent recession of the 
early- 1980s were soon to leave 
the Industry with massive 


o vercapacity, and ft was inevi- 
tably the smaller, older and 
more labour-intensive steel- 
works that doeed. 

In the Black Country they 
Ml like ninepins. Patent Shaft, 
a subsidiary of Laird, closed in 
1380 along with British Steel's 
Bflston plant and Duporfs Old- 
bury operation. British Steel 
closed Its Tlvidajlfl plate and . 
the Round Oak works in 1 982 , 
while F.H. Lloyd dosed its 
Dudley works in 1984. 

By 1987, F.H. Lloyd Engi- 
neering Steels was the only pri- 
mary steel producer left in the 
region — and this because it 
was a specialist manufacturer 
of continuously cast and rolled 
steel billets for Black Country 
tube makers and forgers. 

In that year what remained 
of F.H. Lloyd was taken over 
by Triplex Foundries, the 
quoted engineering group. It 
sold the steel malting plant to 
United Engineering Steels, the 
special steels group owned by 
British Steel and GKN. 

By that time the Lloyds 
plant occupied only 15 acres of 
its former 100-acre site next to 
junction nine of the M6. The 
test was gradually cleared' by 
Triplex, which has set up a 
property division to turn it 
Into a £SQm shopping and busi- 
ness development. 

With United Engineering 
Steels* decision to close its 
Walsall plate and transfer out- 
put to its better-equipped 
South Yorkshire operations, it 
seems probable that tiie plant 
will be demolished and the site 
“ which, still belongs to Tri- 
plex - merged Into the larger 
scheme fear redevelopment. It 


would "become part of a trend 
that is transforming the face of 
the Black Country just as 
industrialisation did UOOye&rs 
*80- 

With the closure of ea£h 
steelworks that once unasham- 
edly disfigured the landscape, 
plans have" been drawn! up for 
replacing It with anoth er glis- 
tening out-of-town shopping 
centre. T-- 

Where once the RoundOak 
steelworks in Brierley Hm 
employed 9,000 men, the 
Richardson twins - a pair of 
Black Country entrepreneurs 
- hav e built the Merry Hill 
Centre, which with an area of 
L8m sq ft is one of the biggest 
out-of-town shopping com- 
plexes in Europe. 

Speyhawk and the Alton 
®ronp have been given 
detailed planning consent to 
turn the site of the Patent 
Shaft works into a 4m sq ft 
integrated leisure, entertain- 

Si^d^s p S complei 

faea, the Swedish furniture 
concern, has signed up to 
the flagship store on 
tiwTriplex site. 

T raditionalists decry the 
replacement of the Black Conn- 
tty’s man u fa cturing industry 
sector schemes 
like these. However, shopping 
bring jobs: some 
5.000-6.000 at Merry Hill and an 
estimated 8,000 at Sandwefl. 

these ecologic&lly- 
amsetous times, they are also 
a lot lander to their environ- 
ment than ever the steelworks 
were. Now someone had better 
thtoldng of a new name 
for the Black Country. 
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Guess where financial experts 
go for financial advice. 


, . As $mu Europe's leading banks, 
insurance conip^ man- 


. Which they come tousfor financial 
’ advice... : ^ ; rv '/ • • 1 

^^'^IbClp^braAide we were among the first to 
establish 7 a dedicated Corporate Finance team 
gpiyialisiTig iirpi^iigialindustries. 


Or because of our strength in other cross- 
border services such as mergers and acquisitions, 
capital raising derivatives and fund management 
Or even because we're one of the leaders in 
risk management, using such sophisticated tools 
as ' cross-currency interest rate swaps with 
embedded options. 

But also because we've created a pan- 
European organisation flexible enough to meet 


our clients' ever-changing needs, using an excep- 
tional mix of in-depth local market knowledge and 
transaction expertise. 

All hacked up by unTivalled electronic 
systems fbr international payments and global 
custody. 

Hardly surprising then that financial decision- 
makers throughout Europe seek our advice. 

After all, it pays to ask the experts. 


tor further tapjrmatton coatact Robert Wme&SadDrBankCTtaU)^^ Issued by The Chase Manhattan Bank. NA, a member of TSA, and Chase Investment 

r„ Bank Ltd,, a member of TSA and The inienmttonal Suxk Exchange. 
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THE FERRANTI AFFAIR 


Unguided missile which crippled 


T HE ONCE obscure 
defence company at 
the heart of the Fer- 
ranti scandal has 
tamed into the cor- 
porate equivalent of an 
unguided missile 
As rnft»r nat<nwaT and 

Control, the international aims 
group which began life in a US 
chicken farm, fell to earth it 
showered debris upon an 
apparently unsuspecting Brit- 
ish business establishment. 

ISC’s explosive potential was 
publicly uncovered last Sep- 
tember when Ferranti Interna- 
tional, its UK parent, disclosed 
a gaping hole in its balance 
sheet Ferranti, which acquired 
ISC in 1987, says it was the 
victim of a cleverly-orches- 
trated £2 15m fraud Involving 
three fraudulent contracts and 
a string of at least 12 bogus 
sub-contractors. 

Mr James Guerin, ISC’s elu- 
sive founder, denies that be 
cheated Ferranti and claims 
that the hole was created by 
customers refusing to make 
payments on real but un- 
enforceable contracts. 

Whichever it is will be 
decided in court. What is not 
in doubt is that, as ISC’s order 
book grew to |lbn (£594m), it 
left a trail of corporate devasta- 
tion in its wake. Ferranti is 
suing Mr Guerin and four 
other former ISC employees for 
6198m. It recently launched 
legal action against Peat Mar- 
wick McLintock, ISC’s auditor, 
accusing it of negligence. 

The hole left in Ferranti’s 
balance sheet has forced the 
company into a series of emer- 
gency deals with its bankers 
and drove it to declare a 
£ 15.4m loss for the first six 
months of thfa financial year. 
This month it had to sell its 
key defence systems division to 
rival GEC-Marcoui for £310m in 
an effort to secure the group’s 
future. 


Was Ferranti 
unable to see It 
was plotting its own 
downfall In planning 
the ISC merger? 


Smith New Comrt, the bro- 
ker, is suing Citicorp, the 
bank, over its purchase from 
Citicorp before the controversy 
erupted, of Mr Guerin’s shares 
in Ferranti. 

ISC is being investigated by 
at least two US grand juries, 
the US customs. Inland Reve- 
nue Sendee and the Pentagon. - 

United Chem-Con, a US com- 
pany which Mr Guerin helped 
to established, is also being 
investigated by a grand jury as 
is his sons' company. The Brit- 
ish Serious Fraud Office Is 
looking into the affair, while 
the UK Customs and Excise’s 
special investiga t ions division, 
which deals with large scale 
fraud, is inquiring Into Fer- 
ranti. 

There was something deeply 
wrong at ESC before the take- 
over. The investigations and 
legal action will disclose why 
Peat Marwick McLintock, one 
of Britain’s leading accoun- 
tants gave ISC’s books a clean 
bill of health. ISC easily won a 
listing on the London Stock 
Exchange, attracting leading 
institutional investors such as 
Guardian Royal Exchan ge. Fer- 
ranti, a leading name in Brit- 
ish electronics and engineer- 
ing, was eager to take it over. 


Why were Ferranti managers 
unable to see that in planning 
the ISC merger, they were 
actually plotting the virtual 
downfall of their own com- 
pany? After the merger could 
Ferranti have moved more 
swiftly to dean out the can of 
worms for which it had just 
paid £420m? 

How could such a suspect 
company lodge itself so com- 
fortably within the embrace of 
the British financial and indus- 
trial establishment? 

Ferranti’s first link with ISC 
was in 1981 when the two com- 
panies signed a marketing 
agreement. It was to be the 
first meeting between Sir 
Derek Alun-Jones, Ferranti’s 
chairpian and chief executive, 
and Mr Geurin, the homespun 
American businessman. 

In 1966 the the two compa- 
nies began their first serious 
merger talks. However, Fer- 
ranti called off that deal after 
spotting tiie first of a series of 
problems at ISC. 

Ferranti complained that ISC 
was Ear too aggressive in claim- 
ing current profits on secret, 
long-term contracts which 
were years from completion 
and final payment. Ferranti 
insisted it reduce profits 
claimed in 1986 on the con- 
tracts. ISC shares fell by a 
quarter. The irony for Ferranti 
was that it had made ISC a 
more affordable acquisition. 

Ferranti executives - may 
have spotted that initial 
accounting problem. But they 
were unaware of more trou- 
bling developments at ISC. 

• In April 1985 Dr Victor 
fYibgn, a senior official in the 
US Department of Defence’s 
procurement division, sanc- 
tioned a $l7m order to Mar- 
qoardt, an ISC’s Californian 
subsidiary, to build casings for 
duster bombs. 

Sooner Defence, of Lakeland, 
Florida, one of Marqnardt’s 
competitors claimed the deal 
had been unfairly channelled 
towards the ISC subsidiary. An 
Investigation was launched by 
the Defence Criminal Investi- 
gation Service, which brought 
u the FBI and the Justice 
Department. By the time Fer- 
ranti acquired ISC in 1987 the 
investigation had been running 
for two years. 

• That was not alL United 
Chem-Con, a Lancaster fuse 
manufacturer, was also under 
investigation by a grand jury 
for fraud. Mr Guerin helped to 
establish the company, sat on 
its board and hdd a 20 per cent 
stake in it 

Ferranti says it checked on 
ISC’s credentials with* the 
De partmen t- of Defence before _ 
the takeover but was not told 
anything untoward. It says the 
British Ministry of Defence' did 
not raise any objections. How- 
ever the FT understands that 
Sir Peter Levene, the head of 
UK defence procurement, had 
severe doubts about ISC. 

The proposed acquisition did 
not pass without question on 
the Ferranti board. Mr Sebas- 
tian de Ferranti, grandson of 
the company's founder, com- 
missioned a report from Lazaxd 
Brothers, the merchant bank, 
which urged caution over the 
acquisition. 

Just before the takeover 
doubts about the contrrfets 
were raised at an ISC bbard 
meeting in May 1987, When 
directors probed Mr Guerin for 
details on the highly secretive 
contracts. Ferranti says it now 
knows that by this stage ISC’s 
value had been considerably 
inflated and fa**** erf miiurmg 
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The corporate catastrophe which brought 
Ferranti International, one of the great 
names of world electronics, to its knees, 
was hatched in a chicken shed by a 
farmer's boy who learned electronics. His 
name is James Guerin. 

This morning shareholders are gathering 
at an extraordinary general meeting to 
consider a £187m rights package prepared 
by the company before it sold its key 
radar division to GEC for £3 10m. 

The meeting at Ferranti’s headquarters in 
London will give shareholders a new 
opportunity to question the board about 
the events which led to the discovery of a 
£21 5m fraud on their company. 

Richard Donkin and Charles Leadbeater 
take up the tale 


CHRONOLOGY 


Jon 71: 
Jan si: 
Aug 83: 
Oct 82: 
Apr 85: 


Sap 87: 
Nov 87: 
Jui 88: 
Jan 89: 
Aug/Sep 


11 Sap: 
18 Sap; 
29 Sep: 
3 Oct: 
20. Oct: 
17 Nov: 

12 Jan: 
23 Jam 


Jamas Guerin founds ISC 

Farrantt-fSC sign reciprocal marketing agr eemen t 
ISC acquir es Marquardt, California, for S455n 
ISC London Bsfing 

US Defence Criminal fanresUgottva Service launch 

Inquiry Into Marquardl defence contract 

Ferranti acquires ISC for $420nt 

ISC calls In Independent lawyer to check con tra c t 

r err an fl lawyer questions ISC executives 

James Guerin briefs Ferranti chairman on pro ble ms 

F err an ti scours order books and checks on 

customer countries 

Ferranti shares suspended 

Serious pos s ible fraud disclosed 

Suspect contracts at £21 5m, forcing £185m write-off 

Shares resume trading 

Serious Fraud Office launches Investi ga tion 

Revised accounts puMehed 

FOrranll reports E15AD first-half, pre-tax losses 

GEC buys Ferranti radar division for £31 0m 



fmm supposed customers tem- 
porarily reirtarted. But they 
tried to make further checks. ■ 
Mr Scott made two trips -to 
• Pakistan where be interviewed. 
Major General Talat Mashud, 
the bead of Pakistan's defence 
procurement. 

As one Ferranti executive 
s aid: *Tf you visit the Head- of 
Defence procurement to dis- 
cuss an arms contract and he 
tells yon It is alright, yon 
would be crazy to go to the 
defence secretary seeking rea^ 
You do not go around 
questioning your customers 'as 
to why they Are paying you." 

Mr Scott returned reassured 
although General Mashud may 
not have ftifly understood why 
Ferranti was expressing con- 
cern. General Mashud ha since 
said that there may well have 
. been take Pakistani contracts 
but that he knew nothing 
about them. 

Mr Guerin’s buy-out plan, 
which he said was based on a 
promise from the UAE Royal. 
Family that the privately 
owned ISC would win large 
contracts, collapsed and : in 


May be and Mr -Ivy resigned 
from the Ferranti board. Mr 


Sir Derek Alun-Jones: Impressed by Mr Guerin’s ability to sell unwanted stock 


could not be accounted 


Mr Guerin told his fellow 
directors at ISC they would 
have to trust him. The church- 
going entrepreneur did indeed 
inspire trust He had attracted 
Mr David Cbecketts, a former 


Royal equerry, to serve as an 
ISC executive. Mr Alexander 
Haig, former Secretary of State 
and Nato commander general 
was an ISC cons ultant. 

To Ferranti he was a man of 
his word, having repaid hand- 
somely on a $lm loan Ferranti 
made to ISC before the merger. 

City analysts were seduced 
by ISC’s apparently growing 
order books and profits. But 
most importantly Ferranti 
relied on Peat Marwick McLin- 
tock, the accountants to the 
Royal Family, who had 
vouched for ISC's- books:' - - 

So Ferranti pressed on to 
pay £420m for a company 
which it now says had zero net 
worth at the time of the pur- 
chase and had made no net 
profits in the five years before 
the merger. 

One of the main attractions 
fin: Ferranti was Mr Guerin’s 
ability to call on an extensive 
n etw ork of well-placed contacts 
to sign international arms 
deals. As it transpired it was 
that which led to Mr Guerin’s, 
and very nearly Ferranti’s, 
downfall It did not take long 
for ISC to begin its sharp turn 
for the worse. There were two 
related problems. 

First there were the three 
suspect contracts: 

• A contract with the United 
Arab Emirates to provide 
guided missiles. 

• A deal to sell unused Inven- 
tory from the UAE deal to 

faifaw. 



Asmtf Atftwooo 

James Guerin; confessed he had lost money in Third World arms dealing 


• A Pakistani contract to 
deliver missile technology. 

lnterwined with these con- 
tracts was a second cause for 
concern. ISC’s trade with 
South Africa had led to Grand 
Jury investigations in the US. 
ISC had long-standing contacts 
with South Africa. In the com- 
pany's early days Barlow 
Rand, the South African elec- 
tronics group hailed ISC out 
with a loan, subsequently con- 
verted into ISC stock, which 
Barlow Rand went on to sdL 
Mr Clyde Ivy, an ISC director 
and Ferranti board member, 
worked for South African arms 
companies before moving to 
the US. 

Ferranti says that it only 
became concerned in August 
last year that the contracts 
might be fraudulent. Sir Derek 
Alun-Jones-- said- the- -first- 
inkling that there was some- 
thing amiss with the contracts 
came in the first half of last 
year. Yet Ferranti first became 
aware the contracts were creat- 
ing managerial disquiet at ISC 
well before the fraud was 
unveiled to an unsuspecting 
City in September. 

One man in particular 
seemed concerned about the 
accounts far the contracts. Mr 
Jim Deitch, a senior ISC finan- 
cial executive, was deeply trou- 
bled by what was going on 
around hiwi. 

In November 1987 Mr Deitch 
raised his concerns about his 
personal liability over repre- 
sentations made in connection 
with the UAE contract Before 
the end of the year he ques- 
tioned Mr Joe Zffligan, JSC’s 
finance director, where $128m 
p u rportedly spent on the UAE 
contract had gone to. He was 
particularly concerned that it 


was difficult to authentica te 
the value of stock and compo- 
nents apparently purchased for 
the contract That dubious 
inventory was to become a 
running sore for ISC and Fer- 
ranti. 

Ferranti became aware of 
the worries about the UAE 
contract in the summer erf 1988. 
Mr Alan Cooper, Ferranti’s 
London corporate lawyer, vis- 
ited ISC twice that year to dis- 
cuss that contract and the deal 
hi Pakistan, hi May and June 
of 1988 Mr Charles Scott, Fer- 
ranti’s finance director, also 
visited ISC to Inquire about 
6160m which had been spent 
on the early stage of the UAE 
contract. 

The worries did not go away. 
Mr Guerin said m his testi- 
mony that he became aware of 
a "general concern" in autumn 
1988 at Ferranti about what the- 
6200m final development costs 
for the missile bad been spent 
on. 


Mr Guerin could 
call on a network of 
contacts to sign 
international arms 
deals. 


The other reason why Fer- 
ranti might have been con- 
cerned about what was going 
on at ISC were the subpoenas 
summoning ISC executives to 
give evidence to investigations 
into illegal shipments to South 
Africa contravening the UN 
embargo and US restrictions 
on goods which could have a 
strategic military use. 

Mr Richard Dunn, Ferranti’s 


lawyer in the US, held several 
meetings with witnesses in late 
1988 to prepare their testi- 
mony. It accepts that ISC did 
export to South Africa. But it 
does not accept that ISC’s deal- 
ings in defence equipment 
went beyond the date of the 
takeover. 

In spite of the mounting 
problems at ISC it appears Fer- 
ranti did -not Attempt . to 
strengthen its management 
control of its US subsidiary. It 
should be said that it faced a 
considerable obstacle in the 
shape of the proxy board, 
appointed under the Penta- 
gon’s coders fin: security rear 
sons to act as a buffer between 
ISC and Ferranti. 

Ed 1969 the contracts began 
to tfafaveLT In January Mr 
Guerin went to Landdn to pres- 
ent Ferranti’s chairman with 
an unappetising account of the 
state of the three deals. They 
had left a 6300m hole in ISC’s 
hooks. 

From that point on, a fall 
seven months before the 
alleged fraud was publicly 
unveiled Ferranti could have 
been in little doubt that there 
were problems with the con- 
tracts. 

The first difficulty Mr 
Guerin said was that ISC had 
bought components for the 
UAE contract, which had been 
signed in May 1984, which had 
become redundant because the 
design for the missile had . 
changed in midstream. The 
redundant inventory was what 
had concerned Mr Dettch. 

Mr Guerin claimed to have 
then signed a deal with 
Norinco, a Chinese company, 
to use the Inventory to manu- 
facture the „ missile under 
license. Sir Derek was appar- 


ently Impressed by Mr Guer- 
in’s ability to sen unwanted 
stocks. 

However,- according 'to Mr 
Geurin the deal depended on 
Ferranti, finding a. third coun- 
try customer for tin missfle. It 
failed he said and tins left a 
5100m shortfall. 

A second problem had sur- 
faced with the Pakistan con- 
tract which Mr Guerin claimed 
to have signed in May 2986 
with General Zia al Haq, Pakis- 
tan’s then president. General 
Zia’s i foath in a plane *™«h in 
1988, the winding down of the 
Afghanistan war and the politi- 
cal change underway in PakiSr ; 
tan TtHMnfc -ISC -wan fagfeg a. 

1 f200m loss on the contract, Mr 
Guerin explained. 

~~ Ferranti' rays’iE was" aware ' 


*wfi ftt^'were' qmte’nbrii^ bn- 
longterm caufracts^Mr Guerin, 
says hemadeitclear to Fer- 
ranti that there were severe 
collectability problems with 
the contract. They were so 
urgent that he suggested Far-, 
ranti should put |150m towards 
a 6350 management buy out 
through which Mr Guerin 
would take back almost all 
ISC’s businesses. 1 - ~- 

• Mr Guerin said in his testi- 
mony: “I looked at the ISO 
{leveraged buy out] as the last 
chance I had to save the situa- 
tion that had built , up into 
problem areas with Ferranti. I 
looked at It as the last combi- 
nation that we had to, in effect, 
save that situation, and 
frankly ^ave me.” - 

Ferranti Was aware that Mr 
Guerin made several trips to . 
sort out' the purported con- 
tracts, visiting South Africa, 
China, the UAE and Pakistan. 

Ferranti appeared to have 


Guerin sold Ferranti shares 
soon after. 

Ferranti says it realised it ■ 
was -in' trouble .when it. found 
+h«t three of the m ain c om pact 
nies ISC dealt with Hevertou, 
Navartno and Lerwick Hold- 
ings, all registered in Panama 
City . were dissolved on August 
L 

There are several explana- 
tions for why Ferranti’s 
attempts to check an the con-, 
tracts failed to uncover the 
alleged fraud earner, why, the 
warnings signals about ISC . 
were newer followed through. ? 

1 Tha innfw yrplayurtton la that: . 

the alleged fraud was: 
extremely cleverly orches- 
trated. It started with appar- 
ently faked sales contracts 
which triggered payments to at 
least 12 p urported sub-contrac- 
tors, winch had offices In Bel- 
gium, South Africa, West Ger- 
many and Chile. 

About half the £215m was. 
simply circulated around the 
ring of sub-contractors through 
Swiss back accounts to main- 
tain the appearance that con- 
tracts were being worked omit 
seems. 

Ferranti alleges that the 
source erf the money to keep 
the fraud .goi ng, wa s- ISC’s 
growth; As new .contracts were * 
signed part of the money paid 
up front was diverted to main- 
tain the” suspect contracts 
jwhfcir had beem signed -earlier; - 
sffhia way Mr Guerin- could 
keep aBve the idea thafrhe had 
signed Impressive contriaetsrto 
the hope that something would 
' turn up to fill the gap. 

There is fro sign of where 
this money went to. One the- 
ory put forward by someWest- 
em observers is that it was 
used for a covert aims opera-. 

. turn run by an inteffigence ser- 
vice. 

■ x . Whether the Ferranti affair 
turns out to be a question of 
fraud or gross mismanage- 
ment, Ferranti did not perpe- 
trate it. Ferranti attempted 
checks with some customers 
and relied upon Peats to vouch 
for the accounts. Yet it seems 
remarkable that in spite of a 
stream of subpoenas, investiga- 
tions. and internal warnings - 
within ISC, Ferranti managers 
did not see there was some- 
thing rotten in ISC and did not 
move-more quickly to cut it 
oixt. 


Human face of the ISC founder 


Richard D onkin examines the God-fearing, guy-next-door image of James Guerin 


M R JAMES Guerin, the 59-year- 
old founder of International 
Signal and Control, remains 
an enigmatic figure in the Ferranti 
affair. For a man accused by Ferranti of 
h ri ntn g to perpetrate a ggism fra u d on 
the company he is demonstrating 
remarkable coolness. 

In Lancaster, Pennsylvania, his home 
for 20 years up to last May, he Is. 
revered In the same way that children 
think of Santa Claus. However, last 
Christmas he ran out of presents. 

You do not have to seek out admirers 
erf Mr Guerin. They axe everywhere. A 
waiter in one of the town’s most up- 
market pubs said: "All I know is that ha 
helped my dance group, as far as Vm 
concerned he is a great guy. 

Mr Guerin haq been inn* to Lancas- 
ter at least four times in the past six 
months. Every time he has sung with 
the choir of his church, the Landlsville 
Church of God. whose Christian funda- 
mentalist congregation believes the 
Bible is the unassailable word erf God. 

While he cultivated the “guy next 
door" Image in Lancaster as a person- 
able, sober, God-fearing family man, 
traits demanded withlntnis Pennsylva- 
nia Dutch common ity. there was, 
another side to Ww which gives- a due 
to -hls capacity to spend. 

He was a generous party-giver. One 
of his former employees remembers the 
Guerin's planking over their pool to 
host a din n er for 100 guests. Then there 
were the three company jets, known In 
the company as "the ISC air force" and 
the helicopter he frequently used. 

Mrs Bulah Docherty, an elder of the . 
church, described Mr Guerin as top 
drawer. “He would often give money to 
pay for church outings but be didn’t 
want anyone to know, he wanted to 
give for the sake of it," she said 

His philanthropic donations in Lan- 
caster are thought to have amounted to 
about 610m (£&94m) in seven years. 


This was from a man whose business ■ 
ttoiUng H came close to the edge of col- 
lapse more than once in their early 
years. *T have seen the black hole." he 
once told a newspaper. On one of these 
occasions, a former ISC manager said, 
Barlow Rand, the South African elec- 
tronics company bailed him out. 

Mr Guerin was bom in Morristown, 
New Jersey. The son of a fanner, he 
graduated in agriculture from Rutgers 
University, New Brunswick, and later 
in electrical engineering from the Uni- 
versity (rf Arizona, before going to Work 
for Lockheed Electronics company from 
where he transferred to Lockheed Mis- 
sile and Space Corporation. 

He left in 1969 to become general 
nianagHir of the Bystems division of 
Hamilton Watch, a Lancaster fuse com- 
pany, working in the highly competi- 
tive and aggressive world of military 
fuse production. 

While wmking there he made friends 
and contacts for the future, people such " 
as Mr Caii Jacobson who would become 
his brother-in-law, Mr Janies Christian, 
who he helped to set up in business, 
and Mr Terry Byrne, whose son would 
work for him. 

A former colleague explained: Tfiie 
fine business is a pretty small world ; 
Everybody who supplies fines to the 
military meets up regularly for drinks 
in the America Defence Preparedness 
Association. That’s where they talk 
business." 


- Mr RvrTw ia haric fn h ng in cw tp In tlw 

US with Byrne Industries, his New Jer- 
sey company, after ah earlier aims deal- 
ing venture collapsed in the UK with 
debts of more than £9m. . 

Messrs Guerin, Jacobson,. Christian 
and Byrne had more than friendship in 
common. All four were intimately 
acquainted with the the international 
arms trade which was boiling with 
activity during the 1980s. Many of the 
grey market arms dealers were ce n tred 
in London where they would deal fay 
telephone using separate off-shore com- 
panies to service individual deals. 

This is the world in which Mr James 
Guerin found hhwmfly embroiled by t h** 
time he brought his privately owned 
ISC business to the London stock mar- 
ket in 1982. He began dealing with sup- 
plier companies, registered In Panama 
out based all over the globe, many of 
them in Europe. Ferranti now says that 
five of those Panamanian companies 
were used to perpetr a te the fraud. •- 


Mr Jacobson, who ran Rep Com 
International, a one-man electronics 
sales company, is awaiting sentence 
after he admitted bribing a US' Navy 
official to obtain a defence contract 
Mr Christian is serving a six-year jail 
sentence for taking part In a scheme to 
defraud the Defence Department of 
612m during bis time as president of 
United Chem-Con, a now bankrupt 
defence company which Mr Guerin 
helped to e s tabli sh . 


I n a speech to Lancaster Optimist 
Club in 1962 he confessed be had 
already lost money in the high risk 
business of Third World arms dealing. 
The company suffered a 8200,000 loss 
when two of its pilots were arrested in 
the Philippines on their way to Malay- 
sia. They were later released. About the 
same time be briefly courted Pakistani 
defence officials for another deal but 
failed to win the contract. 

He had become closely connected 
with South African arms manufacturers 
but be made sure these dealings and bis 
business with Third World customers 
were strictly concealed. 

When be decided to go public he had 
no intention of reporting his dgaifogg to 
the -Securities Exchange Commission 
which required disclosure of any deal 
worth more than 5 per cent of a com- 
pany’s sales. 

So be opted far the London Stock 


Market where “going public" did not 
mean quite the same thing. He. started 
his business in the basement of his : 
bouse in 1971, setting up a production 
liner in a -chicken shed, mating test 
. equipment for transceivers.- "I begged, 
borrowed or stole as much money as I 
could get together,” he said afterwards. 
From the very beginning he was bid- 
ding. for communications related 
defence contracts. 

His international meanderings in the 
defence business brought him in con- 
tact with the CIA whom he would seek 
out to g ive briefings. When ISC w ai t to 
the UK stock market Mr Bobby Tmwm a 
the former deputy director of the G3A, 
agreed to serve on ISC's proxy board, 
needed as a Chinese Wall between the 
US defence department and what had 
become a foreign comp a ny. 

Mr Guerin set out to establish a per- 
sonal friendship with General Zla Al 
Haq, the Pakistani President. "They 
bad a s h are d interest in parapsychology ■ 
and spiritual things," said a Pakistani 
bturtnessmsn who bad been dose to sm* 
before the general's death in August 

1988. 

"But they would never have had bast " 
ness dealings, " said the businessman. 
^General Zia employed others to do 

Mr Guerin left Lancaster in May to 
make a new home with his wife Helen 
in the millionaire’s quarter of Naples, a 
fashiona b le coastal community in Flo- 
rids. Be bad resigned from the Ferranti 
board and was trying to buy out the 
troubled subsidiaries but his flwanrfng 
collapsed when Ferr anti refused to lend 
him money for the deal. 

Ownership of the house Hn? been 
transferred to bis wife. His shares in bis 


private company. Parent Industries, 
now Urban Industries, have b wn sold 
to his former partner but according to 
company records his wife is still on the 
board. 
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"Terex can . no longer be 
regarded as acarious or sus&i- 
vousty s uccessful amumt* 
mhat ccsmneat made by 
■ a New Tort anal: 

H last year suggests 
JL something of the 
.abnonzmLattended the aston- 
ishing rise of the Terex Corpo- 
ration. it also indicates fifa fr 
the - manufacturer of extra 
large earth-moving and haul* 
tog equipment, based at Green 
Bay, Wisconsin, has beat reha* 
bmtated by some people in the 
hard-bitten machinery sector 
as a good industrial citizen. - 
Sandy Lena, former real 
estate developer and foreman 
in. a metal forging' pfa"* . pur- 
chased a,, stake uxau obscure 
and.bankrapt US crane TP»fc«r 
caBad' Northwest 


Construction equipment 

Unorthodox minnow 
takes on the giants 

NickGariiett on Terex’s acquisition and turnaround strategy 


seven years, ago. By. JS06iA 

Lenz themafortty shareholder, 
the company at ZB bad annual 
sales of Just $2Sm bat was back 
in profit 

Four years on and Lenz has 
used this unpromising vehicle 
to build, through acquisition, g, 
business with sales of over 
$lbn a year and 10400 employ- 
ees, but- with a net book value 
of just $85m and a debt load of 
y»?m ; .- ■ - 

“Well 88Sm Bright not sound 
much hut it’s aJot when you 
started with zilch," says Lenz, 
a short, stocky43-year oki who 
looks like a- blue, collar worker, 
but now a very rich one. . 

‘in the. process. Lens's com- 
pany. has. acquired severed 
equipment makers, including 
Fmehanf, the world’s largest 
track trailer maker and Terex, . 
the former General Motors con- 
struction machinery division. 
The Terex name was then 
adopted Lor the whole mini 
empire in which Lenz owns 
over 50 per cent of the stock. 

The strategy for creating 
this group from virtually noth- 
ing has been the same at every 
turn: selection of acquisitions 
where big improvements in. 
profitability: t ro 

be soueezed out .through .con- • 
soUdathxn of manufacturing 
space; reducing capacity to 
below demand, and dropping. 

unprofitable products, '■* 

hatch Quain at Wertheim 
Schroder, the New Yoric ana- 
lysts, says three features axe 
rawnmon to these acquisitions. 
Ihey are all companies with 

si gnifica nt ■ machine pfipwhu - 

ttons and therefore strong 
*‘afterai&rket&’* for parts; they . 
mike- specialist machines 
ra ther: than volume products 
and each com pan y has a strong 
brand name. .. 

These companies; which 
indhdd Bucyrus, -a dragline 
and -crane maker , tn ehring , 
which makes hag excavators, 
and - Unit Rig,, which has a 



Randy Lanz: "EveryB U n g «a do Is plain or dina ry 
Is any magic. You kteattfy what Is ns co sss r y to mda 


I don't think 
a profit in a global marimt.” 


range of products centring on 
dump tracks up to 270 tonnes, 
have been acquired by borrow- 
ing large of raak - 

The acquisition last year c i 
Fruehauf, which quadrupled 
Terex's group sales, was 
achieved through an invest- 
ment of glOm in equity and 
»90m in debt 

IKimflg pr n in. the same indus- 
try have raised eyebrows at the 
progress of Terex. The ques- 
tion is whether a company 
with this financial structure 
can survive In such a fiercely 
competitive industry packed 
with both large producers Bfce 
Caterpillar of the US and 
Ktonatwr of Japan and a host 
of small and medium-sized 
makers, many debt-free and 
famfly-owued- 

The group stm a low 

r e tu r n - an $l8m profit last 
year an sales of $750m. 

. AndL though the Terex cttri* 
ston of the Terex group makes 

WWW wuwtoiti wtlrnlatwl dump 

trucks, many of thegroup’s 
other -products have not been 
redesigned for many years. 
This question has been further 
reinforced by general suspi- 
cions in the industry about the 

long- town « w i ml( B u q it nf jgg, 

who .remains somewhat of an 
outrifler.in ax ather foc esiuoua - 
ness global industry. -. 

Lenz expresses no doubts 
about the future of the com- 
pany or its financial str u ct u re. 
TLfihe some debt, if you get rid 


cf aQ your debt it is difficult to 
get enough yield on your 
investment. I am interested in 
return on my dollars and on 
assets employed. We do not 
have to make acquisitions to 
make money." Lenz, who lives 
in Florida where he has a 45 ft 
sailing boat and a collection of 
British sports cars of the 1950s, 
says the debt is manageable. 
“We are not leveraged- Any- 
thing but. Cash flow is two 
times debt service though I 
would not say we exactly want 
this present debt level. Any- 
way, it will come down by 
glflOm in the next two years.” 

Nft pwl p tg »5* p nf tlraww 

rial anil mawaggrial improve- 
ments within the group. 
Almost every company pur- 
chased by Terex was in debt 
and meet are now or are about 
to come into profit Bucyrus 
had effectively stopped trading. 

His philosophies are simple. 
“Prefit must be the first prior- 
ity. Everything we do is plain 
ordinary common sense. I 
don't think there is any 
magic." Fancy theories about 
“synergy" and the need to 
build* dominant mar ket posi- 
tions In particular products 
make Lenz’s eyes glaze. “I 
don’t buy that. It’s a totofmnl- 
larky. We don't do things for 
strategic purposes. As for man- 
lcet share, we don’t pay a lot of 
attention to that. You identify 
what is necessary to make a 
profit in a global market,” 


Some of the changes have 
been straightforward rational- 
isation. For px ^ mp ig^ the North 
American manufacturing 
operations of the group's Terex 
division was shut down and 
production centred on the divi- 
sion’s Motherwell plant in 
Scotland. Some of the former 
Northwest Engineering sites 
have been shut At Fruehauf, 
another loss-maker, 2,000 jobs 
out of 7,500 are being cut, some 
cf the company’s 100 sites in 
North America are being dis- 
posed of and its US shipyards 
sold. Lenz expresses a cold, if 
perhaps practical, view on one 
of the shipyards. "We asked for 
w or k rule changes. The unions 
said no so we closed it" 

These changes have gone 
hand-in-band with efficiency 
Improvements which the 
industry recognises as largely 
beneficial for the companies 
involved. ghakBB his head 
at what he sees as gross stupid- 
ity by earlier managements at 
some of the companies he has 
bought 

"At Hudson, Ohio, Terex had 
built a frefiity to maka 2400 
crawler tractors a year. They 
kept s ay ing, hey, we are going 
to m ake these.’ The year before 
we bought it they had built 17. 
Seventeen, can you believe it?" 

The US market for track 
trailers Is falling. Trailers 
which Fruehauf has recently 
foiled to money on have 
been dropped. The company 


made 37400 trailers last year 
and will make 10-15 per cent 
fewer in 1990, Lenz says. 

Chang es in component sour- 
cing have also been intro- 
duced. At Northern Engineer* 
ing, booms for cranes and 
draglines are now outsourced. 
But at Fruehauf, under Terex 
ownership, some components 
like axle hangers have been 
brought in for manufacture. 
Same 550m of working capital 
has been removed at the trailer 
maker. 

Lenz says one at his aims is 
to improve product lines and 
manufacturing technology. 
"One of the reasons these com- 
panies were tottering Is that 
they did not improve product 
lines. About 80 per cent of the 
Terex division’s product line is 
different from when we bought 
it Eight new products are com- 
ing out from there flds year." 

A lot of emphasis at the 
Terex division has been placed 
on the articulated dump trade, 
with the number of models 
expanded from one to four. 
“Since 1987 we have quadru- 
pled oar share of a growing 
market for the artic." The 
same thing ha * happened at 
Koehring, he says, where out- 
put of hydraulic cranes bas 
more than doubled in the past 
two years. Lenz also claims 
that, apart from Fruehauf, the 
companies he has purchased 
began re-hiring after initial job 
cutbacks and now employ 
more than when they came 
into the Terex group. 

A good deal of money, some 
from the Scottish Development 
Agency, has been spent re* 
equipping the Motherwell 
plant; Lenz says there was only 
one shopfloor machine less 
than 12 years old when the site 
was purchased. 

Lenz’s close involvement 
with all significant capital 
investments within the group 
reflects more than a wish to 
wiri^tain tight con- 

trol It also results from his 
interest in product policy - he 
may claim to have a rather 
cavalier attitude towards strat- 
egy, but he is aware that yon 
cannot survive by selling poor, 
overpriced products to con- 
struction and mining compa- 
nies. 

The rise of Terex has rekin- 
dled people's memories of IBH, 
the West German construction 
machinery mini-empire built 
up by Dieter Esch which 
finally foil apart in the early 
1980s (though its disintegration 
was partly bound up with 
fraud, and no-one questions 
the fln«nriai honesty of Terex). 
But Lenz brushes aside any 
worries about Terex's future. 
"We are long term oper ato r s, " 
he declares. 


Executive search 


A self-defeating cordon 

Simon Holberton seeks a definition of ‘off-limits’ 

H 


tty. 


eadhunting is a curi- 
ous trade where, it 
seems, there is 
safety in pramisetr- 


The headhunter’s self-im- 
posed code of ethics - that he 
will resist raiding a client for 
prospective talent for two or 
three years - drives him ever 
onward to seek more clients, 
and forces the client to protect 
himself by using the services 
of more than one lest his exec- 
utives in turn toll prey to the 
headhunters’ MspadMunenfo. 

The practice of putting cli- 
ents “off-limits" is common 
among European And US firms 
involved in executive search, 
to use headhunti ng’s more dig- 
nified title. According to a 
recent study published by The 
Economist Publications* in 
Europe, more than 80 per cent 
of clients are offered a two 
year guarantee of immunity 
from being raided. 

The question is, if a head- 
hunter offers immunity, how 
many other companies - com- 
panies which might contain 
the person you want — enjoy 
the same status? 

This is a problem that cuts 
both ways. A client Is poten- 
tially at a disadvantage if it is 
not aware that whole slabs at 
industry are off Emits to it For 
the headhunter , the greater (he 
cordon samtaire he has offered 
his pool of clients, the less the 
opportun ity for him to find the 
right executive and deliver the 
appropriate service. 

But there are signs that 
headhunters have begun to 
rpwtiy the essentially self-de- 
feating nature of the problem 
and that change, of a glacial 
sort, is occurring. The Econo- 
mist survey found that the def- 
inition of "off Emits” is nar - 
rowing. 

While most search firms still 
offer nationwide immunity, the 
study found a number of cases 
where immnnity is being 
restricted to divisional level it 
cH aa (wp case where the off- 
limits guarantee was applied to 
just 15 at the company’s top 
executives. Multinational 
search firms offer global search 
i mmun ity to only 5 per cent of 
their digits. 

TUs is just one aspect of the 
executive search business 
w hich the authors of the study 
throw into high relief. But 
there are others winch show 
that *b«» business is faring 


of internationalisa- 
tion which will force its mem- 
bers to think about foe struc- 
ture, the networking of 
data-bases, and alliances or 
affiliations with other firms. 
This is especially so in the con- 
text of the 1992 single market 
plans. 

Although most of the top 
firms are multinational, their 
operations are geared to serv- 
ing the market In which they 
are situated. In the current cir- 
cumstances foreign offices are 
activated usually after consid- 
erable effort has been spent in 
discovering that there is a 
dearth of local talent to fill a 
position. 

The involvement of an affili- 
ated office raises the problem 
of having to make “fee splits”, 
precisely at the point where 
the profit earned from a search 
baa already diminished. For 
firms which pay end-year suc- 
cess bonuses to consultants, 
the prospect of fee splitting 
could therefore act as a disin- 
ce nti ve to offer clients a full 
international service. 

A solution to this problem - 
which is not wholly obvious — 
would go some of the way to 
cementing the necessary inter- 
office communication that the 
study suggest exists in multi- 
national flAAT T* 1 firmw today. 
But once the financial reward 
aspect of an international 
search Is sorted out, the deci- 
sions 1 on compatible computer 
systems, for example, ought to 
be easier. 

At the user level the su rvey 
reveals a large amount of dis- 
satisfaction with headhunters. 
But the lack cf a corresponding 
section on how headhunters 
evaluate their nitant« tnaimt a 
fair picture of the relationship 


difficult to obtain. 

The three most frequently 
cited criticisms of h eadhunters, 
say the researchers, were that: 
insufficient effort was made on 
behalf of the client; they had 
an inadequate understanding 
of the client’s needs; and that 
the assignment took too long; 

Clients may indeed not he as 
open with their advisers as 
they ought to be. Executive 
search suffers just as much as 
a computer in its output being 
constrained by the quality of 
ini tial input It is of little use 
tor clients to eiaim that their 
needs are not understood if 
they are not folly open from 
the start 

The Economist study is par- 
ticularly poor in this area and 
fails to give a balanced account 
of headhunting. The beauty 
contest it conducted of top 
headhunters ought also to be 
treated with some caution. 

The accompanying table pur- 
ports to be the first such rank- 
ing to be made public. It cer- 
tainly provides food for 
thought But close attention 
should be paid to the sample 
size. The Economist estimated 
that Egon Zehnder, for exam- 
ple, conducted 500 assignments 
between 1987-89, yet only 19 of 
Zehnder’s clients responded to 
its survey - the response rate 
was generally low. It seems 
odd that while Zehnder has a 
75 per cent repeat business 
track record in the UK tt 
should have scored so lowly. 
This would seem to raise ques- 
tions about the report’s meth- 
odology. 

Executwe Search and the 
European Recruitment Market. 
The Economist Publications, 40 
Duke Street, London WlA 1 DW. 
£99. 


Top Ton Executive Search Firms 


No. of 


reply tog 1st or 2nd 1st or 2nd 


Goddard Kay Rogers 

S3 

25 

15 

60 

Norman Broad bent 

77 

15 

12 

80 

Egon Zetinder 

87 

19 

10 

55 

Russell Reynolds 

53 

16 

8 

50 

Spencer Stuart 

42 

13 

6 

46 

Whitehead Mann 

34 

7 

7 

100 

Haidrick & Struggles 

31 

8 

5 

62 

Boyden 

24 

6 

4 

67 

Kom/Ferry 

24 

8 

3 

38 

Tyzack & Partners 

24 

8 

3 

38 


Source: The Economist Publications. 
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CONTRACTS & TENDERS 


, ; EXGEXJJENT OPPOR1XW1TY INVEST IN 

HONG KONG^S TRANSPORT INFRASTRUCTURE 

' Invitation for Expression of Interest in the 
. / Lfwtan Fixed Crossing Project 


: The Government of Hong Kong invites commercial organisations to express 
/ interest in the franchise for the Lantan Fixed Crossing project, which will be 
privatised on the basis of a “build, operate and transfer" arrangement. 


' To meet tbe continued economic growth of the territory, the Government of 
Hong Kong has decided to relocate its existing international airport to Gbek 
.-Lap Rok on Lantau Island by early 1997. The new airport wDl have the capacity 
to handle up to 80 million passengers, 320,000 aircraft movements and over 4 
’3. miHioii tonnes or aircargo annually. The Lantau Fixed Crossing will initially be 
the only land transport link to this new airport. 

. It is currently envisaged .that this combined road and rail Grossing will 
incorporate two suspension bridges of main spans of 1,413 metres and 450 
metr es respecti vely . Together with connecting highways, the whole project will 
have a total length of approximately seven kilometres. The road crossing will be 
of duat3 lane capacity; the rail crossing win consist of a twin trade railway. 
According to the present plan, the Crossing should be in operation by mid 1996. 

- The Government of Hong Kong intends tcr invite in late 1990 proposals for a 
franchise Jto finance^ design, boDStnict and operate the Crossing which will 
indude .aright to collect tolls within the franchise period. Organisations who 
wish to register an . interest may do so by obtaining -and completing the 
registration form, attached to the Invitation Package. *ITie Invitation Package, 

' which, indudes further details of the proposed scheme and the bidding 
.'arrangements, may he bbtained from the Director of Highways on or after 12th 
February, 1990 at the following address— 

Highways Department, 
lQtfrFloqr, Empire Centre, ; 

68 Mody Road, ■: 

Kowloon'. 

Hong Kong. 

(Fax No. 852 311 3648) 

The completed registratiott form should he returned not later than 16th March, 

1990- • 

"This invitation ^oes notlconstitute any commitment by the Government of 
Hong Kong in respect of any 'expression of interest which may be submitted in 
response to it. 


EDUCATIONAL 


' Get ready for-1992 learn French now 
: at the most renowned school 

jNSTITlIT OE FRANCAIS 

• The highest quality teaching 

■ * # A high-level international student body 
-# A cordial, hard-working atmosphere 

• Excellent French cuisine 

- • A breathtaking setting-on the Riviera • 

- ■ • A tody dttfieattd «aff > -- 

^D*ily 8.30-17.00 vrilb 2 ateak - 
' F W sAflt*. * "BeginnOT ! ■?, Adv>w«<l II , 
Next 13 «r 4-week come awai J Apr and «0; 2 


1 — J Apr and a* year. 

INSTITUT DK FBAMCAW-FTB17 

33 JBJ, lUn.fwimr. fWVmftenrtiiWMw ns «S W M 4*. The 971X409 Ax 0370217 


KENWOODS 

RENTAL 


MMUTY FURNISHED 
FIATS AMD HOUSES 
Shaft MALM* Lets 
23S*fa| St, LMtom KWUA 
J»k OX»402 2271 Tetax: 29371 
FteMliattIWO 


CLUBS 


audhwt Oh oHwi bMM4 «f a 
os Mr ptay mtd vmh A lor monay. 
- tram ItHJO sik CHko «nd lop 

■ oMnwrwe Mamuas. oxcfcjng 

a o at hau L CJW34 OSS. IBS, Rogm St. 
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appears 
every 

Wednesday 
on The 
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Page 

The 
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rate are: 

£50 per 
single column 
centimetre 

Minimum size 
3 centimetres 

For further 
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a copy of the 
Technology 
Market 
Brochure 
call 

Michael 
Rowlands on: 
01-873 3349 

or 

Anthony 
Carbonari on 
01-873 3412 
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The Financial 
Times proposes to 
publish this survey 
on: 

22 February 1990 


For a fall editorial 
synopsis aod 
advertisement details, 
please contact: 

Mrs Lauretta 
Lecomte-Peacock 
on 01-873 3515 

or Fax her on 
01-873 3079: 
or fix 885033 
FINTIM G 
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IPSWICH & 
FELIXSTOWE 

The Financial Times 
proposes to publish this 
survey on; 

2 March 1990 

For a foil editorial 
synopsis aod advertisement 

derails, please contact 

Dominic Good 
on 01-873 3000 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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f tekxalion Management hter naliu nal Ltd 


Relocation has 
a new name. 


Merrill Lynch Relocation Management 
International is now PRIcoa Relocation 
Management. 

'VfeVe taken the most experienced relocation 
company in the world and brought to it the 
resources of the Prudential Insurance Company 
of America. 

That’s a formidable combination. 

Just consider our strengths. At the forefront 
of relocation in the UK since the early 1970’s, 
worldwide we handle over 40,000 relocation 
related transactions every year- from moving a 
single person to moving an entire organisation. 

Perhaps you should find out what’s behind 
our name. 

PRIcoa Relocation Management, Ltd. < 

136 New Bond Street, London WIY9FA 
Telephone: 01-629 8222 


EUROPEAN 
SKIING INDUSTRY 

The Financial Times 
proposes to publish this 
survey on: 

APRIL 25TH 1990 

For s full editorial synopsis and 
advertisement details, pbara 

contact 

Chris Schawnfag or Gflfiaa 
Eng 

on 01-873 3428 er 4823 

or write to him/her at: 

Number One 
Southwark Bridge 
London 
SE19HL 
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ilagase Finance Europe B.V. 

US$50,000,000 
Guaranteed Bonds due 2000 
Uncondilionally and irrevocably guaranteed 
as to payment of prirK%saf and interest by 

The Sumitomo Bank, Limited 

in accordance with Uie^ Terms and Conditions of the Bonds, 
notice is hereby given that far the first Interest Period 
from February 1, 1990 toAugusi 1,1990, 
the Bonds will cany an interest rate of 8. 9875% pa. 
The interest amount payable on the relevant interest 
payment date, i.e. August 1 , 1 990 wfll be US$ 1 1 ,296.79 per 
US$ 250,000 nominal amount 

The Agent Bank 

KREDIETBANK 

&A. LUXEMBOORGEGISE 
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Costain 
Dow Mac 


CONSTRUCTION CONTRACTS 


Upgrading Birmingham’s 
water supply facilities 


Cladding 

Docklands 

offices 


Severn Trent Water has 
awarded a £50m contract to 
extend its Frankley water 
treatment works in Binning- 
ham to two TRAFALGAR 
HOUSE GROUP companies. 

The contract, awarded by 
Severn’s wholly-owned subsid- 
iary, Severn Trent Water, ia 
going to Trafalgar's Cementa- 
tion Projects, winch wffl under- 
take the design and construc- 


tion of the civil engineering 
works, and to John Brown 
Engineering, specialists in pro- 
cess engineering. 

Frankley is one of the largest 
water treatment works in 
Britain, and supplies about 
70m gallons of water a day to 
more than one million people. 
Planning for the project began 
in 1887 and work will start 
early this year, with comple- 


tion set for 1993. Severn Trent 
is one of the 10 water and sew- 
age businesses in England 
Wales privatised by the UK 
government last December. 

The Frankley project is part 
of a £4bn capital investment 
programme planned by Severn 
over the next 10 years to meet 
UK and European Community 
water standards. The plan was 
set out during flotation. 


HINCHCLIFFE FACADES, a 
subsidiary of Triplex Lloyd, 
has secured what is believed to 
be one of the largest single 
cladding contracts ever placed 
with a UK company, worth 
over £20m, spread over two 
years. The developer is NCC 
Property, the UK-based subsid- 
iary of NCC Fastigheter AB. 

The contract is for the 
facade riariiting to four office 
blocks in the London Dock- 
lands at East India Dock. The 
buildings incorporate a combi- 
nation of granite and curtain 
walling. 


£21.5m shopping centre for Weymouth 


FAIRCLOUGH BUILDING'S 
London and southern division 
is to build Weymonth’s first 
large modern shopping centre. 

The £2 1.5m contract from 
Speyhawk subsidiary Carter 
Commercial Developments will 
include a multi-level covered 
complex with 19&0Q0 sq ft of 
retail space in the heart of the 
West Country's seaside resort 

On a 4 ‘A acre site between St 


Thomas Street and Commer- 
cial Hoad, Melcombe Court will 
provide two levels of shopping 
in a glass-covered climate-con- 
trolled environment 
Constructed with a precast 
frame, the centre will incorpo- 
rate external brick cladding 
with - complementary to local 
architecture - ceramic floor 
tiling, suspended ceilings, and 
bB hw trw ffi n g in the mails- T<ift» 


and escalators will also be 
installed. 

The development will accom- 
modate some 70 retail units - 
including two department 
stores - grouped around malls 
finished to the highest stan- 
dards. Parking for some 750 
cars will be provided on three 
parking levels above the retail 
area. The project is scheduled 
for completion in 80 weeks. 


Hammersmith 

office 

village 


£30m orders awarded to Try Group 


The J M JONES 
CONSTRUCTION GROUP has 
won a £2m contract to build an 
office village, to be known as 
Parkfield Mews, in Galena 
Road, Hammersmith, West 
London. The group was 
awarded the contract by Park- 
field Properties. 

The village consists of seven 
three-storey units with secured 
semi-basement car parking, 
providing a total area of 24,000 
sq ft. The scheme, being built 
on a restricted site, makes full 
use of traditional materials 
with predominantly brick ele- 
vations and tiled roofs. 

Other recent London pro- 
jects include a £3m 24,000 sq ft 
office development in North 
West London on behalf of the 
William Pears Group. 


The TRY GROUP of companies 
has started the decade with 
new orders totalling over £30m. 

The main contracting arm. 
Try Construction, has won the 
major share with jobs totalling 
£22m. The largest, at £53m. is 
a design and build contract in 
Windmill Street, central Lon- 
don. It is a mixed development 
of residential, retail and offices 
for Finlan Property Develop- 
ments. The tourstorey 7 steel- 
framed building, with base- 
ment car parking, will be com- 
pleted at the end of the year. 

The All England Lawn Ten- 
nis Association and Croquet 
Club has placed a contract for 


the refurbishment of the 
debenture holder's lounge at 
the Centre Court. 

Other projects include con- 
struction of offices in Poole 
and Chatham for C. Garrard 
and Sons International at 
£1.75m and £L99m respectively; 
the redevelopment of buildings 
at Park Royal, west London 
(£1.25m), for Try Mistletoe 
Properties and the construc- 
tion of the ragm SwaBowbrook 
business centre in Hayes for 
50E Services. 

Try Build has orders worth 
£8m and they range from new 
rrmc+r^f-Hnn tO fitting OUt 

maintenance. Armstrong 


World Industries heads the cli- 
ent list, its UK headquarters at 
Uxbridge is to be fitted out at a 
cost of £1.2m. 

Work is also being carried 
out for the Post Office. In 
Hornchurch, Try is building a 
sorting office (£960,000) and the 
regional sorting office at How- 
ick Place, London, is to be 
redecorated (£576,000). 

General refurbishment pro- 
jects Include alterations to 
offices in Paxil Street, City of 
London, for Skyline Invest- 
ments (£350,000) and phase 2 of 
the Pocklington House retire- 
ment home in Northwood 
(£450,000). 


£9m Lancashire hotel development 


MOSS CONSTRUCTION 
NORTHERN, a subsidiary of 
Beazer Regional Construction, 
has been awarded a £9m con- 


tract to build a hotel for 
Queens Moat Houses in Bolton: 
'file 130 bedroom hotel will 
include extensive conference 


and banqueting facilities for up 
to 300 people, a leisure complex 
including a pool, Jacuzzi, sauna 
and solarium. 


LEGAL COLUMN 


High rate of redundancies 


among solicitors ‘a crisis’ 


By Robert Rice, Legal Correspondent 


RISES In salaries for solicitors 
in private practice in 1990 are 
expected to be below reported 
rises in previous years, says 
the 1989 Hay Survey of Solici- 
tors’ Remune r ation, published 
today. 

That may indicate an easing 
of the recruitment difficulties 
the profession haB faced in 
re cent years, it says. 

Support for the suggestion 
that the profession's much- 
publicised recruitment crisis 
may be over came last week 
from the Young Solicitors 
Group of the Law Society. 

It announced that alarming 
evidence - has emerged of a 
deepening redundancy trend in 
the profession since the group 
set up its Redundancy Helpline 
just before Christinas. 

In less than one month the 
YSG Helpline has had more 
than 30 inquiries from solici- 
tors facing redundancy. All but 
one, however, have been from 
solicitors specialising in con- 
veyancing. 

As the property market — 
both residential and commer- 
cial - declines further, solid- 


Lay-offs also in 
large practices 


tors are being laid off, not only 
in the small, provincial flmw 
but also in the large commer- 
cial solicitor’s practices, the 
group says. 

“It is now evident that this is 
a major crisis with substantial 
numbers of solicitors having 
recently been made redun- 
dant,” it concludes. 

It seems inevitable that the 
downturn in the property mar- 
ket should have a knock-on 
effect in the service industries. 
Estate agents and surveyors 
are by all accounts having a 
tough time with all bat a few 
of the big firms reporting 
very much reduced foil-year 
figures. 

So there is no obvious reason 
why solicitors in the commer- 
cial and residential property 
field should escape a similar 
downturn in their fortunes. 

The broader question is 
whether, after what could 
loosely be described as a 
“Big Bang” for lawyers in the 
late 1980s, the legal profession 
is about to see a shakeout 
similar to that which has 
swept through the City’s 
dealing houses and market 
makers over the last is 

months. 

It is possible that if the UK 
economy moves into recession, 
however mild, we may see a 
reduction in merger ana acqui- 
sition activity, for example. 


which could have a knock-on 
effect in the City law firms 
which have built up substan- 
tial corporate finance depart- 
ments in recent years. But a 
downturn ia work in these 
areas could be matched by an 
upturn in corporate insolvency 
work or international and 
European-driven business, for 
example. 

So whether a general down- 
turn in work would translate 
into redundancies among the 
City firms Is an open question. 
Certainly for the moment the 
large City law firms remain 
bullish about growth and 
will take on more trainee solic- 
itors than ever in the coining 
September. 

Given that firms do their 
recruiting at the second- 
year undergraduate stage and 
are generally looking at least 
two years ahead, the number 
of trainee solicitors they 
recruit this autumn to join 
them in the autumn of 1992 
may prove a more significant 
indicator. 

What the emerging redun- 
dancy crisis almost certainly 
signifies, however, is that the 
traditional five-year recruit- 
ment cycle for solicitors is 
proving true to form. From 
oyersupply in the early 80s to a 
significant Shortage of suitable 
candidates in the middle of the 
decade, the profession appears 
to be moving back towards a 
position of oversupply. 

The profession is now all too 
aware of this cycle and it is to 
be hoped that this time the 
downturn in demand for solici- 
tors can be managed more 
effectively so that we do not 
see such violent swings. 

It is no good, as the profes- 
sion knows, turning off the 
supply tap and expecting to 
turn it on again without ill- 
effects when the economy 
picks up in a year or two. If 
that is allowed to happen the 
lessons of the recruitment cri 


are signs that the shortage 
may lessen in the future. This 
is due to improvements both 
on the demand and supply 
side. Hay says. 

“Factors such as a flat prop- 
erty market and a generally 
less buoyant economy will ease 
demand and extra places on 
finals courses will improve 
supply.'* it comments. 

Few the short term, however, 
companies will continue to be 
forced into manipulating sal- 
ary policy by introducing mar- 
ket premiums or different sal- 
ary ranges in order to recruit 
lawyers of sufficient calibre, it 
says. 

Hay also notes the emer- 
gence in 1989 of a significant 
trend towards retaining 
women, lawyers who wish to 
raise a family. 

Many firms are tackling the 
issue as a matter of urgency, it 
says, particularly now such a 
high proportion (more than 50 
per cent in many cases) of 
their annual intake are 
women. Career breaks, 
crfeches, job-sharing and 
part-time working are all 
under consideration. 

As for salaries in 1989, solici- 
tors continued to be paid 


between job levels. At the 
newly qualified level, for 
example, the median base sal- 
ary in Inner London was 
£22,533. whereas in the East 
Midlands/East Anglia it was 
£13£90. These figures compare 
with a national median of 
£17,648. 

Within commerce and indus- 
try salaries varied considera- 
bly. Financial companies gen- 
erally remunerate legal staff 
more generously than compa- 
nies in the industrial and ser- 
vice sectors, with the banking 
and oil sectors paying the 


Career breaks 
are considered 


Signs of shortage 
lessening 


sis of the 1980s have not been 
learnt. 

Detailed Interviews carried 
out by Hay, with some of the 
265 organisations in the indus- 
trial, financial , pohlic and pro- 
fessional sectors which took 
part in its 1989 survey, reveal 
that a high proportion of 
organisations are still finding 
it difficult to recruit and retain 
legal staff of the desired experi- 
ence and quality. 

The overall shortage of legal 
staff identified in the 1988 sur- 
vey continues, although there 


consistently above the median 
for all jobs with the difference 
most marked around the 
recently qualified/two to 
three years post-qualified 
leveL 

The median salary for a 
newly qualified solicitor was 
£17,648 compared with £16,463 
for all jobs - a difference of 7.1 
per cent, and for two to three 
years post-qualified, the 
median solicitors’ salary was 
£21,122 compared with £18,723 
for all jobs - a difference of 12A 
percent 

Overall, salary levels for law- 
yers increased by around 10 
per cent over the year to Sep- 
tember 1 1989. However, this 
average figure disguises cer- 
tain important points, for 
example that some organisa- 
tions, particularly those in the 
professional sector, awarded 
increases well in excess of this 
figure. 

Predictably, salaries paid to 
legal staff in Inner London 
exceeded the national median 
by the greatest amount, which 
on average was 1&3 per cent. 
Solicitors based in East Anglia 
and the East Midlands tended 
to be tile worst paid - on aver- 
age 16 per cent below the 
■nqfinnal m p tffan- 

These differences varied 


Judges, by contrast, learnt 
from the 1990 Report of the TOp 
Salaries Review Body, 
published last week, that their 
salaries are to rise by 
7 per cent over the next year 
with an additional 10 per cent 
payable over two years for 
junior members of the judi- 
ciary, from senior circuit 
judges down. 

Six per cent will be payable 
from April l, with the remain- 
ing 1 per cent payable from 
January 1 199L 

The additional 10 per cent 
for the lower judiciary will be 
payable in three instalments of 
3*J per cent 

The salary of the Lord Chief 
Justice, Lord Lane, the highest 
paid judge, will rise from 
£89,500 to £95,750 by January 
next year. Law Lords and the 
Master of the Rolls will receive 
£88,500. Appeal Court judges 
will receive 85,000. 

The salaries of industrial tri- 
bunal chairmen, metropolitan 
stipendiary magistrates, spe- 
cial commissioners for income 
tax and immigration adjudica- 
tors will rise by stages from 
£39,400 to £46,100 by April 1 


It doesn't seem a great deal 
when first-year partners in 
some large City law firms earn 
£100,000 or more. 


THE SOVIET 
UNION 


The Financial Times proposes 
to publish a Survey on the 
above on 


12th March 1990 


For a full editorial synapsis 
and advertisement <***=■ 
please contact: 


Patricia StuiMge 


on 01-873 3426 

w "rile to her at 
Number One, Sontirr ai fc 
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FINANCIAL TIMES MONDAY FEBRUARY 5 1990- 


DIARY DATES 


PARLIAMENTARY 


FINANCIAL 


Today 


Commons: Debate on the Royal 
Navy. 

Lords: Pakistan Bill, commit- 
tee. 

Courts and Legal Services. 
Bill, committee. 

Debate on report of the Euro- 
pean Communities ■ committee 
on irradiation of food. 

Select committee: Public 
Accounts: subject, aid to India. 
Witness: Mr T. Lankester, 
Overseas Development Admin- 
istration. (Room 16, 5 pjn.) 


Tom or r o w, 

Commons: Debate on agricul- 
ture. 

Lords: Criminal Justice (Inter- 
national Co-operation) BUI, 
report 

Human Fertilisation and 
Embryology Bill, committee. 
Committees on private bills: 
Cardiff Bay Barrage Bill (Room 
5, 10.30 ami.) and King's Cross 
Railways BUI (Grand Commit- 
tee Room, Westminister Wan, 
1090 a m ) 


Wednesday 

Commons: Motion on. Social 
Security Benefit Uprating Reg- 
ulations. 

Motions on further social 
security orders. 

Lords: Debate on ‘The role of a 
free market economy in creat- 
ing jobs and wealth." 

Environment Protection Bill, 
seco n d mUdr , 

Select committees: Agricul- 
ture: subject fish fanning. Wit- 
nesses: National Rivers 
Authority, Scottish River Puri- 
fication Boards Association, 
Water Research Centre, and 
Department of the Environ- 
ment (Room 20, 10.45 ajn.) 

Defence: subject, security of 
military installations. Wit- 
nesses, British Security Indus- 
try Association and Defence 
Police Federation. (Room 15, 11 
am.) 

Energy: subject, cost of 
nuclear power. Witnesses: Lend 
Marshall of Goring, Mr John 
Baker and Mr AlanBowen of 
National Power. (Room 8, 11 


am.) . 

Trade and Industry: subject, . 
company investigations. Wit- 
nesses: Mr Nicholas Ridley, 
Trade and Industry Secretary, 
and officials. (Room 16 , 11 ajn.) 

. Employment: subject, tour- 
ism. Witness: TUC. (Room 20, 
4J5 pjn.) 

Home Affairs: subject. 
Crown Prosecution Service. 
Witnesses: Association of Chief 
Police Officers, Police Federa- 
tion and Police Superinten- 
dents Association of . E n gl and 
and Wales. (Room 15, 4JL5 pjn.) 

Public Accounts: subject, 
invalidity benefit Witness: Mr 
M. Partridge, DSS. (Room 16, 
4J5 pjn.) 

: Defence: subject security, of 
military installations. Witness; 
MoD (Room 8. 4 JSO pjn.) 

Procedure: subject, working , 
of the select committee system. 
Witnesses: Mr Tom King, 
Defence Secretary, and Mr 
David Waddington. Home Sec- 
retary. (Room 6, 430 pjn.) 

Committees on private bills: 
Cardiff Bay Barrage Bill (Room 
5, 1030 pjn.) and King's Cross 
Railways Bill (Grand Commit- 
tee Room. Westminster HaB, 
1090 am.) 
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Thursday 

Commons: Opposition debate 
on the Scottish economy. 

Motion on EC documents on 
rights of residence. 

Opposed private business. 
Loras: Human Fertilisation 
and Embryology Ttfil, .commit- 
tee. . ‘ ■ 

Motion on Official Secrets 
Act 

PA m rw i Haa tt On private Mlg 
Cardiff Bay Barrage Bill (Room 
5, 1030 a.m.) and King's Cross 
Railways Bill (Grand Commit- 
tee Room, Westminster Hall, 
1030 am.) 
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Friday 

Commons: Private members* 
bills. 

Lords: Coal Industry Bill, sec- 
ond reeding. 

Motor Trade (Consumer Pro- 
tection) Bill, second reading. 


Trade fairs and exhibitions: UK 


APPOINTMENTS 


post 


Senior 
at Barclays 


■ Mr Alastair Robinson 
(pictured), director, personnel, 
becomes executive director, UK 
operations, from April 16, and 
joins the board of BARCLAYS 


■ Mr ThnrPendxy been 

appointed managing director 

of McAVOY WREFORO 
BAYLEY, with special 
responsibility for the 
i ^p ypin pmput nr)d management 
of financial communications 
assignments. He was deputy 
managing director of 
Shandwick Consultants. 



■ AMERICAN EXPRESS has 
promote d Mr Howard A. . 
Morgan to vice president and 
general manager of its UK 
financial services institutions ; 
business in London! He will 
be responahle for the 
traveller’s cheque product in 
the UK. He was vice president, 
sales and marketing. . . 


Cnzrent 

International Spring fair 
(01-855 9201) (unto February 8) 

- NEC^ Birmingham 
February 7-9 

Undersea Defence Technology 
Conference and 'Exhibition 
(0892 44027) 

Nbvotd,. London 

February. 7-U 

Scottish Boat, Caravan, Camp- 
ing Leisure Show (041-221 
1789) 

Exhibition and .Conference 
Centre, Glasgow 
February 13-15 

Corporate Computer Security 
*90 International Exhibition 
and Conference (0733 60535) 

Novofei, Hammersmith 
February 13-15 

The. Property Business 4- 
EUterprise 3 (01-834 1717) 

. . . .' Barbican, Tendon 
February 20-22 


London Food Exhibition (01-486 
1951) 

Wembley Centre 
February 20-22 

• Business Communications 
Exhibition - NATIONAL 
CONNECT (0652 650505) . 

G-Mex Centre, Manchester 
February 25-27 

Menswear Fair - MABNORTH 
(01-437 8754) 

H ar rog ate 

February 28-Marchl 
Northern Wine and Spirit 
Trade Fair (01-637 2400) 

G-Mex Centre, Manchester 
March 4-6 

International Automotive Parts 
& Accessories Trade Show. — . 
ADTOPARTAC (01-302 8585) 

Olympia 

March 4*7 

swing Exhibition — SKI GB 
(0228 41272) 

NEC, Birmingham 


Overseas exhibitions 


BANK. He succeeds Mr Owen 
Root, who is retiring. 


■ Mr Tim Flanagan has been 
appointed finance director of 
SAFETELL INTERNATIONAL, 
which makes rising security 

screens for hanlrq and h nflding 

societies, ft is an associate 
company of Tate & Lyle, and 
is backed by Schroder 
Ventures, where Mr Flanagan 
was an executive. 


February 8-14 

International Toy and Hobby 

Flair (01-830 7251) . 

Nuremberg 

February 9-18 

International Boat Show 
(01-486 1951) 

Helsinki 

February 18-21 

International Confectionary , 
C hocol a t e, Biscuit and Pastry 
Exhibition - INTERSUC 
<01-225 5566) . 

Pads 


February 22-25 

International Sports Equip- 
ment & Fashion Trade Fair - 
ISPO SPRING (01-940 4625) . 

Mum ch 

March 18-18 

International Boat Show - 
HISWA (01-495 7977) 

Amsterdam 

March 11-17 • 

International Spring Fair (0375 
392222) 

Leiptig 


■ Lord (Frank) Taylor of 
BadSeld has become president 
erf AIMS OF INDUSTRY 
following the death of Sir John 
Reiss. Lord Taylor is founder 
and life president of the Taylor 
Woodrow Group. Lord 
Boardman has rejoined the 
organisation's council. 


■ Mr Andrew Sayer has been 
appo inted a director of DEN 
NORSKE CREDITBANK, in 
charge of UK corporate 
banking. 


Business and management conferences 


■ SENTROM baa appointed 
Mr Ian HLUier-Brook as group 
chief executive. He was 
managing director of Storage 

Technology. 


■ HENDERSON 
ADMINISTRATION GROUP 
has appointed five directors 
at Henderson Financial 
Management: Mr Michael 
Clayton, Mr Alastair 
Moriey-Brown, Mr Rory 
Montgomerie, Mr Peter BiHier 
and Ms Esther Gardyn. 



■ Mr John Bailey has been 
appointed managing director 
oT CORPORATE BROKING 
SERVICES. He was deputy 
chief executive, Credit Suisse 
Buckmaster and Moore. 


■ Newly-formed AMEY 
FLOORING has appointed Mr 
Michael L. Kltchennam as 
chairman; Mr Arthur & Tyler 
-as manag in g director; Mr 
David A. Cawthorne as finance 
director; and Mr Richard E. 
trail bq director. 


Mr Paul Goodland (above) has 
been appointed development 
director, g rocery and leisure 
operations, EXBL LOGISTICS, 
port of NFC. He joins from 
lis ter company BBS immimiSk 
where he was business 
development director, and 
succ eeds Mr Andy Wood who 
becomes divisional IT director. 


Febrnary7 . 

BCB Conference: Disaster relief 
and mitigation (01-222 3651) 
GE22 Conference Centre, 
London 

February 8 

The Economist: Managing ser- 
: vice: foe key 1 to total customer 
sat i s fa c ti on (01-976 6565) 

. Marriott Hotel, London 
February 12-13 

Financial Times: Commercial 
aviation in the Asia-Pacific 
region to the end of the cen- 
tury and beyond (01-825 2323) 
Singapore 

February 13-14 

National Materials Handling 
Centre: Warehouse & distribu- 
tion software (0234 750323) 
Bamada ten, Wert London 
February 15 

Design for Europe conference 
(01-228 8034) 

QEH Conf Centre, London 
February 16 

CBI Conferences: Legislation 
behind the Social Charter 


(01-379 7400) 

Centre Point, London 
February 19 

Technology Forum: . Risk 
assessment techniques and fire 
safety (01-519 4105) 

London Tara Hotel 
February 20 

Information for Energy Group: 
Oil price information (01-636 
1004) 

Institute of Petroleum 
February 22 

PCT& ESOPs, share schemes, 
and performance related pay 
for executives and employees 

(01-284 0470) . . : 

Cafe Royal, London 
February 22 

Tolley: International tax plan- 
ning conference (01-680 5682) 
London Press entire 
February 22-23 

Acquisitions Monthly and 
Bankers Trust Company: 
Acquiring in Europe (01-823 
8740) 

London Marriott Hotel 


Anyone wishing to attend any the above events is advised to 
telephone the organisers to ensure that there have been no 
changes to the details published 


m NATIONAL & PROVINCIAL 
BUILDING SOCIETY has - 
appointed Mr Ed Bucks as 
group FT director. 


■ Mr John Wilken and Mr 
Kevin S tra tford have been 
appointed directors of BERRY, 
BIRCH & NOBLE. 


■ Mr Denis 

Gautier-Sauvagnac, Inspecteur 
general des finances, has 
joined RT.ETN WORT BENSON 
as a director, in charge of 
activities in France. He wfll 
be based in Fans. 


■ Lord Nicholas Gordon 
Lennox, former ambassador 

to Spain, baa beat appointed 
a director erf THE FO REIGN 
AND COLONIAL 
INVESTMENT TRUST. He 
replaces Sir Nicholas _ 


COMPANY SECRETARY 


£30fc 


Brown BTawse Group PLC. a leading UK 
distributor of steel, pipeline and other 
industrial products is seeking to appoint 
an experienced professionally- qualified 
CorttpattySecretarytobebasedat the 
Group’s new Corporate Headquarters in 
Rebate, Surrey. 


Reigate, Surrey 


and tha management of the property 

portfolio. Knowledge of Stock Exchange 
listing requirements and the City Code 
would be a distinct advantage. 


Reporting to the Group Finance 

-Director the appointee wiU be 
responsible with a small professional 
team for the statutory requirements of 
subsidiary companies, the G roup's 
pension and share option schemes and 
the insurance schedule. 


Aged 30-45. applicants should have 
PLC experience and be qualified to 
assist With the legalities of business 
acquisition/divestrnent/rBstrifcturing 


The commencing salary will be 
negotiable from £30k depending upon 
experience, and the benefits package 
includes a company car at executive 
level and family medical insurance cover. 

CV.'s and handwritten letters of 
application, which will be treated In 
strict confidence, should be addressed 
to> Group Personnel Manager. Brown & 
Tawse Group PLC, P.<3. Box 159 Imperial 
Street. Bromtey-by-Bow. London E3 3JQ 
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Hoyland & 
OHana 

LILIAN BAYUSS . 
THEATRE . 

Mnsic theatre oim> of age in 
the^960s;wh*m composers 
realfaedifaattraidltlonal opera 
houses lackedboth the • ■ - 
resources and the inclination 
to put on new work with the • 
thoroughness and frequency 
they desiretLNcrw, when opera 
Is In and eonunfaston&far new 
works seem to be distributed .-- 
with abandon, to anyone who Y 
fancies the idea of a stage 
work, the.mOre mfnhnHl 

dramatic- trappings of music •" 
theatre have come to seem , 
tpritp QHfasMoMhte , ow n 
though they often offer a 
fiercer, more revealing fusion 
of text, music and gesture 
than the opera house. : 

Both the works hi Lontano's 
double bill on Thursday were 
new to London, yet these 
seemed something pleasantly - 
ol ftfeshioned gho at tha whole 
enterprise - «n on-stage 
instrumental ensemble larger ’ 
than the Fires of London 
might have mastered 20 ye a r s . 
ago, a solo soprano and no 
set at all in the first work, a . 
singer,, two minus and a few 
drapes and Costumes in the 
second. • • ' - 

In fact the staging of • 
Maurice Ghana’s Trots Contes 
del'Honoroble Fleur blurred 
definitions of opera and mnsic 
theatre. It was credited to 
Lentoteatro, director EUsa 
Toledo Todd, though the use . , 
of two mimes to counterpoint 
the soprano's presentation 
of some slander Japanese . 
legends, was part of Ghana’s 
original concept; the piece was 
first performed at the Avignon 
Festival in 1978. There are 

mwp te triifaiy Hihq ptiw 

Ghana’s Instrumental writing, . 
straight borrbw&jgsfrmn 
Stravinsky and Varese, and 
deUfetoos textures heavily 
Influenc ed by those co m posers. 
The vocal writing’ is less 
dtstthgnished thou gh , nM ■’ - 
whole wispy concept j ust a 
little precious; perhaps a . 
rimptor pwwmtadow, rltng tnf 

closer to the n ar r a t i ve ...... 

(delivered crisply by VaKrie 
Ctionafttere) would give it & - 
simpler, less pretentiona 

■ t l.H I lit*. 

Vic Hoytonif 'nth. Modre was 

Iftmti l w lirin n wl fcy 

Lontano and written for Undo 
Hirst who sang it with the . . 
group here. It sets an episode 
frmn Dario Fo’s The Worker ■ 
knows 300 Words,, Qa Boss 
know&BOO— That'swhuBe's ■ 
the Bossia whkhn Benton 
mother recalls her son's 
mttriferby the Btafia. Hoyland 
presents it in a mix of Ifalim 

ami Knpfluh (famwlrik a l»y • 

David mist), in speech, 
melodrama and carefully 
rafhmed song, white the ■• 

Inatrnments punctuate and 
comment, and finally stretch 
tbamSdves Into a languorous 
lament. 

The proportions axe 
tHir p triai ngiy modest; I . 
aspected something mine than 
20-mhuites of music, and the 
sal^eCt is a darkly moving 
one that could have been 


ARCHITECTURE 


But dramatic shape has 
always been one ofHoykmd’s 
straths, in Us instrumental 
as much as his theatre pteees, 

and Tn Mrtrh v moves in a 

begntiWByjttgwgtton e^^ 
economical curve; file switches 
between the vocal modes are . 
fiwafa calcnfated tta — 

textures full of his spiky 
tiiytlnns and edgy, potent - 
sonoiittes. It exploits Linda ' 

Hirai s talents to the full, bat 
left thefeellng that Hojdand’s 
tf nrmaiic gifts are more than 
ready for a largermovas, and 
one of those ubiquitous opera ’ - 
mmmfadfflift naght in have 
been sent his way tong ago. ' 

' Andrew Clements 


Cities should be about people 


Bob Dylan 


f"V 7 here are very few 

/ great thinkers or 

m writers in the world 

M of town plawwbiff and 

architecture and one of the 
greatest of them. Lewis Mum- 
ford, died last wed; at the age 
of$t 

Many people must have been 
surprised to find that this sage 
hadttved into fhe-ians. He 
had retr e at ed fiom the fray to 
Mb rap^Hng house ip Amenta, 
upstate New York, undertak- 
ing; only the -.work that 
appealed to . him. 

His writings- on cities and 
architecture were ldgfaly Influ- 
ential, from the time be wrote 
Technics and OviHsation in 
1334 to his remarkable survey. 
The City in Bistory, published 

in 1961. 

What was it that made this 
American writer so Important? 
r think it was because ms work 
shows a bresdth of mind that 
has '-been unfashionable in so 
much of the 20th ce n t ur y. He 
was. something of. a prophet 
when it came to the future of 
tire city. 

In London in 1960 he said: 
"The curse of all cities Is the 
quantity of everything they 
have to contain, from people to 
cars. Cars should be cleared 
away from city centres and the 
space they devour be 

restored to public transport" 
He identified many of the prob- 
lems. of. the current debate 
about the inner city, and 
inspired much of the thinking 
about green belts, new towns 

and MiHteinmtai ttnfr woA wdl 

as organised communities. Sis 
particular anxiety was what he 
saw as . a love affair between 
20th century man and the 
machine. "If you fall In love 
with a mgcMftg there is some- 
thing wrong with your love 
life. It you worship a machine 
thereTs something wrong with 
your religion.” 

In his early books, Sticto oiKi 
Stones 0AM) and The Broun 
Decades (1331), he was instruct- 
ing -Americans to reconsider 
their own artistic heritage. 
Only gradually did be move am 
to mas universal themes. His 
most influential early book 






A deceptively charming view of the new Spitalfields: the whole area will be 
overshadowed by office blocks completely out of scale with the neighbourhood. 


was The Culture of Cities, pub- 
lished in. 1938, which placed 
him at the centre of the inter- 
national town planning debate. 

Mumford's particular gift 
was to synthesise his vast 
reading »nfl Wrp)ng in the 
fields of technology, the arts, 
history and philosophy, into a 
single volume. He saw the 
development of the dty in 
tanas of the activities of man, 
both social and intellectnaL 
W hite he recognised the posi- 
tive contribution of cities in 
history, his careful analysis 
forced him to wmrlmlB thqf the 
i Mumi wni wm< industrial city 
led to spiritual impoverish- 
ment and sorial disorder. 

But he ne ver a bandoned 
hope and produced ideas for 

jammed Hmto<l Mmwimit 

that occupied an organised 
regional framework. This was 
his vision of the "New Urban 
Order," which recognised that 
Hw objectives of- planning ^ 
architecture should always be 
related to social aims. 
Throughout his life Mnmford 
wrote, campaigned and argued 
for social advance through 


environmental improvement. 

Tfia wiinrwn, "Skyline" In the 
Nine Yorker, was a morally 
principled commentary on the 
state of the architectural and 
planning world- IDs long corre- 
spondence with Sir Frederic 
Osborn, the British cam- 
paigner for new towns and gar- 
den cities, runs from 1938 to 
1970. He was sympathetic to 
thp alma of B rWffh planners 
and these letters reveal a 
shared concern of two men 
who were prepared to take on 
governments and, in Osborn’s 
case, to risk money on the 
development of new towns. 

Socialised planning fa today 
unfashionable in both Britain 
and America, but I detect a 
return to mote principled 
approach to development that 
Mumford would have 
recognised. 

He must have been horrified 
by the Reagan years in the US, 
when even a laissez-faire 
approach to planning was 
replaced by a "rip it np M policy 
to both plan* and ettipn What 
would Mnmford have thought 
of r^wpdww today, particularly 


as the city fails more and more 
under the influence of 
American architects and 
developers? 

Take a couple of recent 
schemes. Rosehaugh Stanhope 
Developments is h«ginnhi g on 
its Vwp » nffim development at 
the foot of Ludgate Hill, which 
stretches from Holbom 
Viaduct to Queen Victoria 
Street Of the five blocks, three 
will be designed by the 
American firm of Skidmore 
Owings and Merrill. 

Initially they look 
completely routine. The 
developer has allowed one 
burst of creative energy on the 
site by commissioning the 
B ritish architect John Outram 
to design an office building 
behind the fawmw art nouveau 
Black Friar public house: In its 
use of materials, 
encouragement of pattern and 
arched skyline, the Outram 
proposal looks being one 
of the city's livelier new offices 
- suggestive indeed of a 
Victorian richness. 

But as Mumford would have 
said, cities are about more 


than architectural style. The 
real effect of the Ludgate 
proposals will be to create a 
wall of offices at the foot of the 
hill, with little attempt to 
enhance the skyline or 
understand the scale of the 
dty. 

The same criticisms must 
surely be applied to the latest 
proposals for the market site in 
Spitalfields by the Spitalfields 
Development Group, which has 
also opted for American 
architects, Swanke Hayden 
Connell Tikis New York firm 
has, in my view, completely 
failed to design buildings that 
bear any relation, to T/wmnw at 
nil. 

It is sad indeed that this 
neighbourhood of London, 
where the efforts of the 
community have saved the 
remarkable heritage of 
Georgian streets around that 
masterpiece of Hawksmoor’s 
career, Christ Church 
Spitalfields, is to become as 
mediocre as anywhere else. 
The and rfay fgn rigtatlg of 

the lumpen office blocks are, 
quite simply, wrong and 
insensitive. What is worse fa 
that the architects and 
developers pretend that their 
Bfihww fa m the tradition Of 
the surrounding architecture. 

If this Swanke Hayden 
Connefi scheme goes ahead, aU 
Spitalfields will gat« fa an 
ingeniously engineered 
shopping galleria by Santiago 
Calatrava set in an 

nnhamwmtniM group of nffina 

blocks. Why should a lively, 
historical, varied and rich pah 
of London be changed into a 
suburb of Toronto? Is there 
anyone there in Mr Patten's 
office who has read a word of 
Lewis Mnmford? Is there 
anyone there who actually 
looks wwt walks in tin* city? Do 
not be deceived by 
smooth-talking architects mnd 
their mendacious perspectives 
any more. London is on 
brink of character 

asftmtfiinatinti a gain — has 
nothing hwan lea p i gd ainne the 

196QS? 

CoKn Amery 


Swart Lake 


BmMINGMAIf REP STUDIO 

S narling Beastles, award 
winners from... last year's 
Edinburgh fringe make their 
follow-up appearance with a 
short, sharp stab at the system 
Jhat made and broke Rudolph 
■ Valentino.- ~ r '- 

St is subject that gets dose 
to the styifatic heart of this 
talented young Coventry-based 
touring .company, giving full 
rein to the_ phy sical . 
inventiveness that made such 
an impact in Punch and Judy . 
their low-down on /marital 
violence. 

The villain of this first 
full v - collaboration with 
Birmingham . Rep, is the 
Studio boss - dubbed “The 
Manipulator* - whose initial 
reluctance to hire the young 
Italian fortune hunter 
("Italians play heavies, 
thugs, greasebaus") turns to 
rank opportunism as the 
dollar signs- dawn before Ms 


a style' that changes with each 
act 

The Chaplinesque 
knockabout of the early years 
gives on a waDde-talHe 


(Andrew McHwee). whose 
professional interest does not 
stop at the studio door. 
Valentino Is groomed and 
dragooned into celebrity and 
out of marriage to the 
domineering, set-designing 
feminist who for a while held 
Hr Ufa together. 

Dubbed a pansy by an 
obsessively homophobic 
society, he fights a rearguard 
action, framed as a boxing 
ywatrfi, finally * doffing his 
glo ves « rd giving in to the 
pressures of infamy. . 

It is not the subtlest of 


various women in Valentino’s 
life is strong though 
bordering m the same-lsh, a ! 
problem that begins, by the 
final act; to affect the whole 
pieea; . 

The in vi g or ati ng pfayslcaltty 
of tike work readies a shocking 
peak in the second act when 
the outstanding Mark 
Kilmurry as Valentino, 
launches fata a routine which 
begins with the co n de s cen d ing 
signing of autographs and 
degenerates into a brutal 1 
striptease, as his clothes j 
are tom from him by adoring i 


In three acts of subtitled 
melodrama Valentino's life is 
pfayed-out by a trio of actors 
m.lieu.ofji cast of t h ousa n d s . 
From his birth, silent 
movie-style, to a toother 
Paging anna and legs from the 
depths of a chair, one of the 
few props -on an austere 
black-and-white stage, our 
hero is followed through two 
marriages and . several 

■falls tn -fimMimd mfaft irfaniB iw 


mnci Boohlaticated of p o li tica l 
analyses, bgt Snarling Beastles 
axe not -in the bus ines s of 
actuality. 

Their passion is the politics 
of power: whether it fa Punch 
knocking Judy out for the 
count or The Manipulator 
brutally strip p in g Valentino of 
his independenc e - and his 

H fa. 

Writer and director Debbie 
faltt sets about the show with a 
characteristic verve: her 
script i* generally sharp 
and funny in the right 
places; her portrayal of the 

ARTS GUIDE 


MUSIC 

London 


This is the Beastles at their 
beastly best, turning an image 
on a knifepoint aim. letting it 
spin. The trouble comes when 
the images are so complete 
that nothing more needs to be 


The flaw of Punch and Jutty, 
an awkwardness with the 
ending, re-surfaces here as 
Valentino is pitched into the 
boxing zing for a finale that 
smacks of playing to formula. 

There is no doubt that 
audiences will ertfoy the show, 
but the next step for Snarling 
Beastles must be to hitch 
themselves to an outsider. 
rapahte of setting t hf** 1 skills 
in a new and more challenging 
perspective. 

Claire Annitstead 


COVENT GARDEN 

B fa one of file inevitabilities of 
ballet that new Swan Queens 
taVa to the lake for the first 
time on Saturday afternoons. 
Siegfried mimes surprise at fee 
swan’s transformation; that 
brief orchestral phrase pre- 
pares us and there she fa — 
young, graceful and probably 
riven with nerves. And there 
we are, eager for her success. 
So it proved yet again last Sat 
urday when Darcey Bussell 
was the debutant Odstte/Offlle. 
She appeared, with the bold 
stretch of her limbs signalling 
wonderful things to us, and 
our hearts went out to her. 

Miss Bussell, not three years 
out to the Royal Ballet School 
but with the grand achieve- 
ment of her heroine in The 
Prince of the Pagodas to sus- 
tain her, brings exceptional 
gifts to technique and physical 
distinction to Suxm Lake. Her 
line stretches proudly out, lift- 
ing the choreography and, at 
her finest, giving it a luscious 
power. We are watching a 
young artist in the earliest 
moments to her career, and it 
fa potential rather than present 
success that is most exciting. 

Saturday’s debut, with Jona- 
than Cope an attentive Siegfr- 
ied, was well judged, well pre- 
pared: when her emotional 
view of the double role 
matches her physical aptitude 
for it, echoing the exultant 


shapes she draws in move- 
ment, we uteiT have a notable 
i n t e rpretation. And as a note 
in [wwtHg let me wr gw that the 
Royal Ballet abandon the 
swan’s bathing caps and curi- 
ous make-up designed for the 
lakeside acts forthwith. The 
beautiful to Miss Bus- 

sell’s head was distorted by her 
head-dress - and in the even- 
ing Lesley CcdUer’s Odette very 
wisely reverted to the simple 
wings to white feathers, and 
looked vastly better. 

Miss Comer’s sincere and 
unforced interpretation had 
the advantage to another nota- 
ble debutant, Laurent Hilaire, 
as partner. M. HQaire is one of 
nature’s (and ballet’s) Princes. 
Aristocratic manners, an alert 
clarity in mime - and an ele- 
gant way to speaking the bra- 
vura to the role, make him an 
Ideqj Ste gfrted. 

M. Hilaire’s temperament is 
all the more potent for the con- 
trol of true and commanding 

rlaaate style. Amid the flteV 

mery of this production - 
heavily populated with drunks 
and merry 'retainers and 
flaunting guests and some nox- 
ious tots - Laurent Hilaire 
reminds us of the value to good 
manners and ardent virtuosity. 


dement Crisp 


NOTICE TO THE WARRAMTHQLDEI1S 

- -■ OF 

ORU CORPORATION 

(FORMERLY NAMED AS "ORIENT LEA8MQ CO, LTD.") 

V" t\r- U8D80jQ00,000 '- v." 

3% PER CENT GUARANTEED BONDS DUE 1982 
WITH WARRANTS TO SUBSCRIBE FOR 
,j. 1“ SHARES OF THE COMMON STOCK OF ORIX 
CORPORATION 

Adjustments to the Subscription Price of foe captioned 
Warrants made as a. result of two Issues at convertible bonds 
and an Issue, to new shares. 

Pursuant to the Terms and Conditions of the above mentioned 
Warrants, we hereby notify Wananfaokters-aa follows: 

1 me Boanl to Directors of the Company authorised on 9th 
January 1990 to effeetthe tallowing: 

a. two issues of convertible bonds due 1994 mid 1996 
respectively, effective 29th "January ^ ^990? and 

b. issue of new shares; effective 30th. January 1990 

2. Accordingly, the Subscription Price (per share) to the above 
mentioned Warrants has been adjusted twice as follows: 

Subs cript i o n Price before adjustment - * ? Yen 3,752 

Subscription, Priceadjustment effective .- 

as at 29th . January 1890 : Yen 3,761 

Subscription Price adjustment effective ■-* 

as at 30th. January 199Q,. Yen 3,746 


Prokofiev, Debussy, Chopin 
(Tues)- Pnrcell Room, South 
Bank Centre (828 8800). 


Hermann Prey Hedcar recital, 
■r m m p w ntorf by HSttOUlt 
JJeotsch Cpiano). Schubert and 
Karl Loews (Tubs). PhSharmoale 
hnGastelg. 


Trio Tchaikovsky (Jfon). Salle 
Gaveen (45633030). 

Orchestra Comma conducted 
by PhQIppe Entremont, Karen 
Adam (vtolfaj, Gary Htoftn an 
(ceDo). Brahms. Boulez, Debussy 
(Mon). Salle Fleyel (45638873). 
Orchestra da Paris and Rwmtb 
I nlw ao irtemp andB conducted 
by Pietre Boulex. Varese, Dal* 
bavle. Bartok (Wed, Thur). Salte 
Fleyel (45630796), 

Orch e st ra National de Franca 
Levinas. Schnittke, Bartok 
CThur). Radio Prance, Grand 
Auditorium (423MS16). 


Berlin Philharmonic Orchestra 
conducted by Zubin Mehta and 
MSdret frUm) with a Richard 
Strauss programme CThur). Hhfl- 
hanuauie. 


February 1990 


ORIX CORPORATION 


London O nJm t r a 

conducted by Michael Tflson 

Thomas plays Heritor, Ives and 
Mozart CThur). Palais ties Beaux 
Arts 


Frankfurt 

Frankfort's Radio Orchestra 
con du cted hy Gerhard Schwarz 

with pfamist Christian Zacbariaa. 

AaronCopfand, Beethoven, 
Webern and Mendelssohn (Wed, 
Thors). Atte Oper. ' 


Netherlands FUbank with 
Prank peter Zimmerman (vioUnX 
Hartamt Haenchgi oo pdii ct to g. 
Berg, Bruckner (Tue, Wed). Con- 
cestgebouw (713 345)* 

Royal Gouceitgebouw Orchestra 
conducted by Rkcardo ChaiUy, 
with Ronald Brentignt (piano 
ami harpsichord), Viktor Uber- 
man and Jaap van Zwedsn (vio- 
lins), Araxfa Davtian (soprano) 
and Artur Efeen (bass). Stravin- 
sky, Schnittke, Shostakovich 
CThur). Concergebcmw. (718 345). 


Barcelona 

Colorado Quartet. Mozart, Bar- 
tok, Beethoven (Wed). Fundation 
Ctfa de Pmwtones (317 57 57). 

TUOrtta Maplnff tpinnni. ScaT- 

latti, Beethoven, Debussy, Stra- 
vinsky , r^hnphn (Quins). Palau 
de la Mosica Catalans (3016943). 


NUrtta Magaloff (piano). Scar- 
lam. Beethoven, Debnssy, Stra- 
vinsky, Chopin (TuesX Andltnrio 
National de Mrzslca (337 01 00). . 

H aHanJji mto li festival 

Divertimento Ensemble de MIla& 
conducted by Sandro GadL Bus- 
sottU Marco, Gotti (Toes). Audi- 
tario Nackmal de Musica (887. 
0100). 

Symphony Orchestra to ttw 
Tchaikovsky Constfvatofre 
(Moscow) conducted by Leonid 
MEcoMev, Ruggeso RatoKmdi 
(bessX Mnssorgsky, RUnsky-KoP- 
sakav, Borodin, Tchailmvsky, 
Glinka. Verdi (Wed). Andttorio 
National de Musica (387 01 0Q- 
National Choir COfr 
ducted by Alberto Blancafort 
Eosstnl programme (Timr). Andi- 
torlo National de Musica (337 
01 00 ). 

Gerhard Oppttz (piano). Brahms 
programn» (Thur). Audltorfo 
National de Musica (337 (a 0 QX 


Vteaua 

lindsay String QoaxML Mozart, 
Britten, Smetana (Thur). Mutik- 
vereto. 

Elena Bwrhfagpw (piano) Schu- 
mann (MOD). Xmnwrtami 
Wiener Syinphoniker, Hdua Graf 
conducliEg: Schubert, RnMn 
Menddeaohn (Wed). Mnsskver- 

wt*l- 

Itentol Rar wihntm pfatio 

Bach’s Goldberg Variations 
(Wed). Kouzerthads. 

Knehl Quartett. Hadyn, Thehnar, 
Brahms (Wed, Thins). Moslkver- 


February 2-8 


New York 

OrAestra to St LSkefa conducted 
by John Eliot Gardiner. Stravin- 
sky, Bartok (Tue). Carnegie Hall 
<247780(9 

New York Philharmonic. &icb 

Totwntnrf wmifartfap P hfH p' 

Myers (heni). Strauss, Coapectn, 
Haydn, Moaart (Toe). Avery 
Jlsha: Han (874 6770) 


WssMng top 

Chamber Music Society of Lfn- 
eoib CeDtw. ADtinasd, PurceD, 


(467 4600) 


Chicago Syntthony Orchestra. 
Claudio Abbado conducting Afik- 
treia Mullova (violin). Shostakovw 
ich, Tchaikovsky (Tua, Thur). 
Orchestra Han (435 6666) 


Tokyo 

Anwtpfan Rfldto Symphony 
Orchestra, cond u cted by Manfred 
Ho&eck. Mozart, J. Strauss. Sun- 
tOTy Hall (Mon). (235 1661). 
Bfstislav Bostropovitix (ceDo) 
with the National Symphony 
Or ch e st ra, conducted by Stevea 
ArbatL Dvorak, Proktolev. Bun- 
kamura, Ortiiani HaH (Wed). 


HAMMERSMITH ODEON 

The “new” Dylan is about as 
frequent a feature in our lives 
as the "new” Daz and a jolly 
sight more interesting. Even 
when at his most perverse and 
patronising the 48-year-old 
from Minnesota, who can 
rightly claim (as if he could be 
bothered) equality with Presley 
and the Beatles in the pop pan- 
theon. fa always fascinating, 
always has a point. 

He is at Wammencmifo until 
Thursday, and judging by Sat- 
urday’s opener, these concerts 
will be among the hottest of 
the year. The venue, which 
manages to be both intense 
and laid-back, fa the ideal set- 
ting for Dylan Mark IX, At last 
he is stripped down to what 
may be another pose but a 
comfortable one - Dylan, the 
rock star. 

The new album which brings 
him here, “Oh Mercy”, fa his 
best since the last Labour Gov- 
ernment. It is built round fast- 
moving pop songs, belted out 
by one to those tight, gutsy, 
American bands that seem 
bora to boogie. They are 
widely featured in the set and 
anyone glancing in at the thin, 
saturnine figure in the white 
jacket and with the long black 
stick legs, crouching over an 
electric guitar along with his 
buddies, mi ght think they had 
stumbled on one to those nnre- 
generate American rock bands 
of the 1970 b - Tom Petty, say, 
or even J. Geifa. 

But Dylan, being a twisted 
genius, never lets an audience 


relax for more than a couple to 
songs. When he plays the stan- 
dards, the songs from the 
sixties which rallied a genera- 
tion around the youth banner, 
you strain to recognise them 
beneath the cynicism — they 

are thrown away in garbled, 
almost pnnldsh, bursts of 
energy. Gone are the days 
when Dylan drawled out every 
phrase into nonsense; now he 
seems to despise bis poetic 
imagery his millennial 

fHr^nrma 

There fa not much polities, 
but "AU along the watch tower” 
is played with Hendrix-like 
passion, and "Like a Rolling 
Stone” with a hint of nostalgia. 
No room for the great love 
songs, or the anthems to the 
new religious order. After 90 
minutes, with every eye drilled 
on the stage and every mind 
delivered up to Dylan’s mag- 
netic casualness, he quits. 

He returns. The audience 
relaxes and anticipates the 
classics to pop. Instead there is 
a detached “Mr Tambourine 
Man” and "Everything fa bro- 
ken,” from the new aiiurm. The 
stage lights go off; the audito- 
rium lights go on. True to him- 
self to the end Dylan has toyed 
with the enthusiasm of his 
ecstatic fans for a while and 
then abandoned them to cold 
turkey. It will be different 
tmitght — but as mesmeric. 


Antony Thomcroft 


SPONSORSHIP 


BSIS tightens its belt 


National Sy mph ony Orchestra 
conducted by Mstislav Rostra- 
povich. Tchaikovsky, Arbatt. 
Bunkanrara, Orchard Hall 
(Thur). (289 9989). 


The Government fa tightening 
np on its help for business 
sponsors of the arts. In futur e, 
any company that has sup- 
ported the arts for more than 
three years win not be eligible 
for a back-up grant nurim- the 
Business Sponsorship Incen- 
tive Scheme. This is now con- 
centrated on first-time spon- 
sors, but even here its 
generosity has been narrowed: 
Instead of providing £1 for 
e v ery £3 from a new sponsor 
the Government will only 
respond on a £1 to £4 basis. 

At the same time Mr Richard 
Luce, Minister for the Arts, has 
squeezed another £250,000 from 
the Treasury so that, starting 
from April 1, file BSIS will 
have £&5m to dispense, in 
maximum packages of £25,000. 

The additional cash and the 
less generous provisions 

whrm M enany that tha Ayunria- 
tian for Business Sponsorship 
of the Arts (ABSA), which 
administers the scheme, will 
not run out of cash prema- 
turely. hi 138930, for example, 
t he money was whangtari by 
November. The Government 
and ABSA are stai confident 
that arts sponsorship win grow 
and, to regulate the demand 
for grants, the subsidy fa to be 
allocated through six bi- 
monthly budgets, with first 
comers getting the money. 

This optimism rlaahAn with 
the view to many arts organi- 
sations, who are finding it 
harder, to get cash from tradi- 
tional sponsors. However, it fa 
the larger, London based, 
opera companies and art gal- 
leries that are mee t in g resis- 
tance while, in the regions, 
business is still discovering the 
joys to sponsorship. The latest 
statistics for 198940 show that 
131 new sponsors received 
BSIS grants under the old. dis- 
pensation as against 31 experi- 
enced sponsors. In aU, the BSIS 
scheme has attracted more 
than £3lm in new sponsorship 
in five years. 

* 

If London arts organisations 
are experiencing problems, 
there are encouraging reports 
from the regions, notably from 
Merseyside and Glasgow. Four 
years ago the Royal Liverpool 
Philharmonic Orchestra was 
up against it. A big supp or ter, 
Merseyside Regional Council, 
had been axed and Liverpool 
City Council h qd other unon- 
tfes and refused to bridge the 
ftmiting gap. 

Now the RLPO is entering 
its a 150th season in fine fettle, 
thanks to labor Pesek, the new 
mngte director an d its micc ww 
in selling itself to business, 
helped by persuading business- 
men to join its board. Xn the 
last two years its sponsorship 
income has trebled to £400,000 
a year. The main event to the 
orchestra’s celebrations still 
awaits a sponsor - probably 
because the RLPO is looking 
for a six-figure sum. Paul 
McCartney is writing an BO 
minute oratario celebrating his 
home town, for performance in 
June 199L With recording and 
video potential, the orchestra 
sees this as a key sponsorship 
opportunity. 

In the meantime, it is trying 
to do for Merseyside what the 
CBSO and Sadler's Wells have 
achieved for Birmingham 
its selection as European Year 
of Culture for Glasgow. On 
March 21 at the Barbican, Lon- 
don, Business Opportunities on 
Metayside (BOOBS) fa holding a 
conference, with 250 companies 
invited to hear about the 
investment appeal of the 
region. The day climaxes with 
a concert by the RLPO, spon- 
sored by Unilever and the Uni- 
versity to Liverpool. 

The orchestra has managed 
to develop close ties with local 
educational institutions. As 


well as the University, the 
local Polytechnic has spon- 
sored a concert (which costs 
between £5,000 and £15,000) and 
so has fee paying Ruthin 
School ft joined Royal Insur- 
ance, |RIUf anil ICL 

The RLPO has even per- 
suaded GEC, notoriously dubi- 
ous about sponsorship, to bade 
the orchestra on a forthcoming 
trip to the Soviet Union; its 
subsidiary. GPT, fa bringing 
the modern telephone to 
Moscow. 

★ 

Another reason why sponsor- 
ship money might, be thin an 
the ground down south this 
year fa that much to it is going 
to Glasgow. Eighteen months 
ago Glasgow poached Wendy 
Stephenson from the Edin- 
burgh Festival with the task of 
drumming up sponsors to help 
pay for its ambitions as Euro- 
pean City to Culture in 1990. 
TO date she has brought in 

ahnnet Chn 

Some arts organisations 
have been happy to develop 
their own sponsorship links, 
but dozens to events are going 
ahaail thanlni to the Stephen- 
son blitzkrieg on around 250 
locally based companies. About 
100 have offered something. 
Most generous were BP Explo- 
ration, with well over £200,000, 
most to which is going behind 
the development to the Dome 
to Discovery, and Tennents, 
which has spread almost 
£200,000 around eight events, 
including the opening gala at 
on October 8. 

Of the financial institutions 
file Bank to Scotland fa putting 
up £135,000, which includes 
installing lifts fen* the disabled 
in fiie c o ncert hall, while the 
Royal Bank to Scotland fa good 
for £100,000. The Clydesdale 
Bank fa making a modest con- 
tribution and Brechin Robb, 
solicitors, fa putting up £5,000 
to take a performance of 
Madama Butterfly by Scottish 
Opera. 

Among new sponsors Britan- 
nia Life is backing the major 
Degas show at the Burrell with 
£60,000, and MDW Construc- 
tion fa investing £100,000 in the 
exhibition of Scottish art at the 
modernised McLeDan galleries. 
Other builders gave help in 
kiwi — Tarmac and Rush & 
Tompkins have made the 
Tramway, a former tram fac- 
tory, an enjoyable arts centre. 

★ 

The Mrf>JIan Galleries kicked 
off last month with the British 
Art Show 1990, sponsored 
appropriately with £100,000 
from 31, the venture capital 
group, which fa building a rep- 
utation as both buyer and 
sponsor to contemporary art 

The privatised institutions 
are proving keen art sponsors. 
British Airways has come up 
with £10,000 worth to air travel 
for the best final year art stu- 
dent who enters a competition 
to be judged at the Interna- 
tional Contemporary Art Fair 
at Olympia in late March, 
which it also sponsors. And 
John Simmons has put 
together a show of over 200 
paintings by 80 of the best post 
1985-art graduates. Auctioneers 
Bonhams, which has a vested 
interest In encouraging new 
art patrons, is exhibiting, then 
selling, them on April 9. 

* 

Hinft , the French cognac mak- 
ers, is coming to the aid to 
threatened arts and crafts. Last 
week it gave bow maker Ste- 
phane Thomachot Ff75,000 
(£7,500) with which he will 
train an apprentice and buy 
the rare Brazilian wood, most 
favoured to the construction to 
bows. Other traditional skills 
were considered for the award, 
which will now be annual 

Antony Thorncroft 
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A green tax 
challenge 


F or the next two days, the fate 
of the Communist Party of 
the Soviet Union (CPSU), 
keeper of the sacred Leninist 
nam e of the October Revolution, 
h^ng s in the balance. 

Either It embarks on a path of radi- 
cal reform which could change its 
very nature. Or it refuses to change, 
and faces possible extinction in the 
face erf mass popular revolt 
Mikhail Gorbachev will be present- 
ing to the ruling central committee a 
blueprint for a complete overhaul of 
the party structure, including the 
abandonment of its monopoly on 
power. The blueprint is supposed to 
become the platform on party rules 
and policy to be adopted at the next 
full party congress - already brought 
forward from 1991 to the autumn, and 
now possibly to be advanced again to 
the summer. 

Mr Gorbachev will propose the first 
steps towards a federal party, with all 
the 15 republics equally represented 
in the ruling Politburo; grass-roots 
democratic control over party offi- 
cials; and a division of power at the 
top, with a new post of chairman 
alongside the general secretary. 

He will also put forward a party 
programme on which to base "demo- 
cratic humane socialism,” which 
dares to accept such ideological here- 
sies as the existence of private prop- 
erty, a multi-party system, and a 
"planned market economy” in the 
reformed Soviet state. 

The solid ranks of Communist con- 
servatives will argue that those very 
proposals amount to the abandon- 
ment of everything they and the 1917 
Bolshevik revolutionaries fought for. 

Reformers like Mr Boris Yeltsin, the 
darling of the Moscow crowds, wQl 
say that without such sweeping 
changes — and probably far more rad- 
ical reforms - in the heart of the 
r uling party, its very survival is in 
question. 

The CPSU, the real e xec u t i ve Gov- 
ernment structure of the Soviet 
Union, has become a bankrupt 
bureaucracy presiding over every 
aspect of life at every level erf Soviet 
society. Since Mr Gorbachev launched 
bis perestroika process, and liberated 
political debate through glasnost, its 
political authority has crumbled, and 
its officials face the prospect of humil- 
iation in any free and fair elections. 

Open rebellions and petty corrup- 
tion scandals in recent weeks have 
left the r uling party looking even 
shabbier. The former leader of the 
Leningrad party, Mr Yuri Solovev, 
who was a candidate member erf the 
ruling Politburo, the highest body in 
the land, has just been expelled for 
buying himself a Mercedes motor car. 

Autocratic party bosses have been 
unceremoniously overthrown, along 
with their party committees, in huge 
regions like Tyumen in Siberia (heart 
of the oil industry) and Volgograd. 

The discovery of a party car loaded 
with sausages and vodka in tiw Ukrai- 
nian city of Chernigov caused a near 
riot, a mass meeting, and the dis- 
missal of the party secretary. 

Now top Government ministers and 
an army general have been Implicated 
in a scandal to export T-72 tanks, stra- 
tegic metals, scrap metal, and strate- 
gically sensitive aviation equipment 
In the outlying republics, the 
upsurge in nationalist feeling has left . 
the ruling party powerless and irrele- 
vant, with mass desertion of its mem- 
bers in Azerbaijan (at least 18,000 
destroyed their party cards). Only 
where the party has pat on the 
dothes of the nationalists, as in Lith- 
uania, Estonia and Moldavia, can it 
hope for a creditable performance in 
the forthcoming local elections. 

Yet that compromise, in Lithuania, 
where the Communist Party has 
announced its unilateral secession 
from the CPSU, is port of the chal- 
lenge to the future of the party with 
which Mr Gorbachev must now deal. 

The party itself can no longer make 
any pretence at unity. It is deeply 
divided between a host erf competing 


ONE OF the thorniest 
problems confronting politi- 
cians is how seriously to take 
warnings of impending envi- 
ronmental disaster. 

Recent projections by the 
Paris-based International 
Energy Agency suggest "dras- 
tic” measures would be 
required to achieve a signifi- 
cant reduction in the growth of 
carbon dioxide emissions. 

If a “carbon tax” severe 
enough to double the landed 
price of European coal and 
raise oil prices by 50 per cent 
were imposed, the rate of 
growth of energy-related car- 
bon-dioxide emissions in OECD 
countries might be cut by 50 
per cent in the period to 2005. 
Bat that would still mean an 
absolute increase of 13 per 
cent 

And if such draconian poli- 
cies. were not accompanied by 
comparable abatement mea- 
sures in the rest of the world, 
the Impact on global carbon 
dioxide emissions - and hence 
global wanning - might be 
negligible. 

These gloomy projections 
reflect the ISA's belief that 
global energy use (allowing for 
improvements in energy effi- 
ciency) will rise by about 50 
per cent in the next 15 years; 
90 per cent of this energy, 
moreover, will be derived from 
fossil fuels - the energy 
source most responsible for 
greenhouse gas emissions. 
Energy demand is set to grow 
the fastest in developing coun- 
tries, which are likely to resist 
the Imposition of fiscal penal- 
ties designed by already pros- 
perous industrial nations. 

These scenarios are disturb- 
ing, not least for free market 
economists who spent much of 
the 1980s campaigning success- 
fully against egalitarianism, 
excessive public expenditure 
and other obstacles to foster 
growth and higher living stan- 


Now that these battles have 
been largely won, the market 
economy seems to be running 
headlong into a for more seri- 
ous constraint: the environ- 
ment If the "dark greens” 
prove correct the world ought 
to be preparing not for envi- 
ronmen tally-friendly growth, 
but for no growth. Indeed, if 
Third World countries are to 
escape poverty, the developed 
world might have to accept 
slightly lower living standards. 

At present, there is no 
phanpo of th>« happening. The 


No need for war 
in Kashmir 


THE LAST THING the 
Pakistani and Indian govern- 
ments want is a war over 
Kashmir, the divided region of 
the Himalayas where India, 
Pakistan and China all dispute 
control of some of the highest 
and most remote land in the 
world. Pakistan would surely 
lose, as before, to India’s supe- 
rior military wiight India fan 
problems enough with other 
neighbours - Sri Lanka and 
Nepal - without becoming 
unnecessarily involved in a 
new conflict. 

Yet enough nonsensical rhet- 
oric is being talked in Delhi 
and Islamabad to make a tense 
situation dangerous. An early 
private meeting between Mr 
Vi*. Singh, the Indian Prime 
Minister, and Ms Benazir 
Bhutto, his Pakistani counter- 
part, is vital as both appear 
more restrained and pacific 
than some of their advisers. 

Kashmir’s troubles are as old 
as partition in 1947, when 
Pakistan became an indepen- 
dent Moslem state. India’s 
claim to be a secular rather 
than Hindu state was 
reinforced then, as now, by its 
retention of Kashmir, the only 
state in the union without a 
Hindu majority. 

Kashmiris have a long and 
proud tradition of separate- 
ness; at partition the ruling 
Maharajah tried, unrealisti- 
cally, to remain independent of 
both countries before acceding 
to India under extreme pres- 
sure from Delhi War broke out 
immediately with armed sup- 
porters of independence 
swarming in from Pakistan. 

Commitment flouted 

A long and bitter war ended 
in 1948 With a UN-mediated 
ceas e fire under which Pakistan 
controlled a third of the terri- 
tory and India the rest includ- 
ing the Kashmir Valley (Mos- 
lem), the southern area of 
Jammu (Hindu) and the 
Ladakh Plateau (Buddhist). 
The ceasefire contained a spe- 
cific commitment to a plebi- 
scite to allow Kashmiris to 
determine their own future, a 
commitment which initiarn 

have persistently flouted to 
fliis day. 

India and Pakistan fought a 
second disastrous war in 1965 
over the same issue, the Pakis- 
tanis misreading the new 
Indian government of Lai 


Bahadur Shastri as being too 
weak to risk a military 
response. 

The latest crisis, fuelled by 
dubious state election results 
in 1987 and a controversial 
state government, worsened 
when Mr Sink’s new govern- 
ment appointed an unpopular 
Hindu governor. Pro-indepen- 
dence and pro-Pakistani groups 
both called demonstrations 
which quickly escalated along 
a familiar pattern: curfew. 
Inflows of Indian troops, shoot- 
ing and killing . Just as Mr 
Singh appeared to be having 
some success in soothing Sikh 
grievances in the Punjab it 
became Kashmir’s turn to 
appear ungovernable. 

Unproven chum 

India’s da™ that Pakistan 
has fomented the troubles and 
has sent arms and trained 
insurgents across the border is 
unproven and unlikely to be 
true Pakistan's claim that tbe 
border is sealed and that its 
portion of the territory, Azad 
(Free) Kashmir, is an autono- 
mous state within a state, 
while Kashmiris in India are 
fighting to free themselves 
from Indian tyranny, is equally 
tendentious. 

Both governments are being 
forced into unhelpful rhetoric 
by opportunists scenting the 
chance to exert pressure on the 
two minority governments; In 
India the Hindu fundamental- 
ists have found an ideal issue 
and in Pakistan the opposition 
finds ready ears for demands 
that Pakistan cannot Ignore 
“oppressed Moslem brothers.” 

The Pakistani rfatm that the 
Kashmiris should be entitled to 
a say in the way in which they 
are governed retains some 
force because of the 1948 com- 
mitment to a plebiscite, no 
matter how loudly India pro- 
tests that Kashmiri participa- 
tion in TtwUaw elections mnltpl1 
a plebiscite redundant. It was a 
commitment made under UN 
auspices and perhaps the UN is 
tbe forum to which the dispute 
may eventually have to return. 
Better now, however, for Mr 
Smgh and Ms Bhutto to get 
together quickly and agree on 
how to achieve the peace 
which both so obviously want. 
A moratorium on belligerent 
statements would be a useful 
start. 


environmental threat, rightly 
or wrongly, is perceived as a 
distant cloud mi the horizon, 
not as a serious constraint on 
expansion. 

The boldest initiatives likely 
in the developed world are tax 
reforms designed to encourage 
less dirty growth. Even this 
kind of Intervention will be 
galling for some: fiscal neutral- 
ity - the principle that taxes 
should not be used to influence 
individual or corporate behav- 
iour - became a totem in the 
19S08. 

Apart from supporting an 
International carbon tax and 
taking more vigorous steps to 
promote energy conservation, 
what can the UK do to promote 
green growth? 

One obvious move, 
suggested by the Institute for 
fiscal Studies, would be to tax 
all fuel consumption more 
heavily. At present Britain is 
the only EC country not to 
'impose value-added tax on 
household fuel. This means 
that domestic energy is taxed 
less heavily than any other 
good, even though it imposes 
tile heaviest costs on the envi- 
ronment. 

The domestic motorist is the 
other obvious target On aver- 
age each car produces four 
tonnes of carbon dioxide a 
year; road usage, moreover, is 
expected to double by 2025. The 
most effective way to encour- 
age people to use cars less is to 
raise the price of petrol which 
in real terms is well below the 
levels of the late 1960s. 

The IFS calculates that a 55p 
Increase in petrol duty would 
be needed to bring real prices 
back to their peak 1975 level 
this would still leave British 
prices lower than those in 
Italy. The abolition of tax bene- 
fits for company cars (50 per 
cent of the UK market) would 
be a quick way to promote the 
use of small cars. 

The Government should 
recognise, however, that many 
environmentally-desirable 
measures, such as VAT on 
domestic fuel, would inflict 
pain on vulnerable groups 
such as pensioners. Some of 
the revenue raised by green 
taxes would thus have to be 
spent on welfare benefits of 
various kinds. 

Green rhetoric may win 
votes; but politicians are likely 
to find green policies surpris- 
ingly contentious even if the 
gloomier predictions prove 
wide erf the mark. 


Quentin Peel analyses the Soviet Communist Party as it 
prepares to deal with Mr Gorbachev’s reform proposals 
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What’s to be done 
after bankruptcy 


factions, broadly allied into conserva- 
tives and reformers. Little other than 
the Gorbachev charisma gives it any 
credibility in the country. 

This now is the party that Mr Gorb- 
achev must persuade to reform itself 
to save itself. If acceptance of a 
multi-party system goes through, with 
whatever bad grace, that could dearly 
mean agreeing to abandon power. 

Party leaders are being asked to 
vote for something awfully like their 
own suicide, just as the other Commu- 
nist Parties of eastern Europe have 
been doing. Every instinct of the cen- 
tral committee members must be 
against it 

They are the very people who have 
risen through the ranks of that ossi- 
fied party bureaucracy, the cream of 
the ruling nomenklatura who owe 
their jobs not to any qualifications or 
originality, but rather to the capacity 
not to threaten their superiors, and to 
look after their peers and subordi- 
nates. The whole system is built an 
the principle of who you know, not 
what you know. 

Even the old-style party bosses who 
have been sacked are stiQ members of 
the central committee - like Mr 
Bogomyakov in Tyumen, Mr Kalash- 
nikov in Volgograd, and Mr Vezirov 
in Azerbaijan. 

The party reforms are also a critical 
factor for Mr Gorbachev’s own posi- 
tion. If he gets his way, then he may 
be able to extricate himself gradually 
from tbe party leadership, and build 
up the executive presidency. If he 
fails, then it is hard to see how he 
could walk away from a party which 
refuses to abandon its power monop- 
oly. But from then on, he would be 
hamstrung as a leader, bound to a 
party set on confrontation with the 
wider political process. 


For the crucial debate on the par- 
ty’s new rules and platform, Mr Gorb- 
achev today has managed to summon 
an enlarged plenum, including all the 
new figures elected to leadership 
posts over the past two years, since 
the last party congress in 1987. By 
definition, they should be more 
reformist than their predecessors - 
although by no means all of them are. 
For example, Mr Boris Gidaspov, the 
new leader In Timtngniil, la Been as an 
important neo-conservative - for a 
more efficient but not a more demo- 
cratic system - rallying opponents of 

Mr Gorbachev’s 
supporters say he may 
attest fee! strong enough 
to confront his 
conservative rivals . 


excessive change. 

The radicals fear that faced with 
such solid conservative suspicion, Mr 
Gorbachev will once again offer com- 
promise, just as he has on economic 
reform. Instead of proposing the out- 
right abandonment of Article 6 of the 
constitution - which enshrines the 
"leading role” of the Communist 
Party - they fear he will simply go 
for a more ambiguous wording. 
Instead of real grass-roots democracy, 
with all officials facing regular re- 
election, and a requirement that there 
must be alternative candidates, they 
fear he will also choose some modified 
form leaving effective choice in the 
hands erf the party amaratus. 

Yet the indications of the past week 
suggest the contrary; that although 
Mr Gorbachev's overhaul of the party 


may not amount to an farni«*Hat» and 
enthusiastic espousal of a multi-party 
system, it win allow it to happen. He 
vrin suggest scrapping the constitu- 
tional guarantee of the- party monop- 
oly, not merely amending it And he' 
will admit that economic reform, lead- 
ing to a market economy, can evm 
include private property. : . 

The whole blueprint has been kept 
to an extraordinarily close circle in 
the highest echelons of the party - 
many in the central committee staff 
swear they hare not seen a glimpse of 
the final version, or even recent ones.: 

However the word is out, from close 
supporters of the party leader, that he 
has pulled off a major coup against 
his conservative opponents over the 
past week. They are even convinced 
that he may at last feel strong enough 
to face down his conser va t iv e rivals 
in the ruling Politburo, including Mr 
Y^jor Ugachev, his erstwhile number 
two, and Mr Vitaly Vorotnikov, presi- 
dent of the Russian federation. 

Mr Gorbachev’s supporters Insist 
that Mr Ligachev attempted to go 
behind his leader’s back last week, in 
a direct approach ' to the military com- 
manders in Azerbaijan* to escalate the 
military action in the republic, and 
crush even the moderate nationalist 
leaders in the Popular Front, as a 
threat to Soviet power. That strategy 
was spelt out in public by General 
Dmitri Yazov, the Minister of Defence, 
ami another likely casualty - and 
imme dia t ely denounced by Mr Eduard 
Shevardnadze, the Foreign Minister, 
and one of Mr Gorbachev’s closest 
confidantes. 

Certainly last week Moscow News, 
controlled by the government’s 
Novosti News Agency, dared to print 
an extraordinary and extensive attack 
on Mr U g a ch ev, declaring: "If his line 


: hand, he wffi have to quit the poffitaO: 
scene . . . Ugachev stands up for toe 
. most unhealthy elements to socfaT- 
'ism.” Even by the standards of. 
today’s gfasnost such an article la 

*"suproitiiig the thesis of a coordi- 
nated Gorbachev offensive against 
conservatives has been the string of 
revelations in the past two -weeks. of 
petty corruption among powerful 
party officials, and the wide publicity 
given to grass-roots revolts lfae Tro-. ' 
Sen and Volgograd. It bears the hag- - 
marks of a campaign co-ordinated fly : 
Mr Gorbachev’s allies in lie KGB. - - 

Yesterday, Pravda, the central «im- 
mittee newspaper, ran a lon g 

- renfinder of the excesses and ranvp- 
tjoh' which occurred when Mr Geufar 
Aliyev ruled Azerbaijan. It is as if the 
Soviet leaden and his allies are warn- 
ing those still in positions erf power 
that they can rapidly be exposed 5f 
they fail to-toe his line. 

... Yet a 'big '.question remains aver., 
just how far Mr Gorbachev himseff 
may want to go. He is determined to 
maintain a socialist system in the ■ 
Soviet Union, albeit one with a 
human face. Does he recognise bow 
bankrupt the Communist Party 
bureaucracy at the local level lias - 
become? 

.. . The Sqytet leader may be delighted 
to see lading conservatives ousted. - 
from their positions around the coun- 
. try. He must be more worried by the 
trend to sack nqt just the party boss, " 
■but the entire party bureau as welL _ 

- . Indeed, the television pictures of a . 
mass rally- in. Volgograd, insisting ' 

: that , the »>aclctng of Mr Kalashnikov 
was not .enough - the whole local 
leadership. must follow - looked omi- 
nously like exactly what has been 
happening, in East Germany and; 
Czechoslovakia. - '• - 

Popular bitterness with the whole 
:-struqtur£t eit *fh» : power* - Party, ! 
Government, KGB or military - is ' 
deep. Mr . Gorbachev has failed to tap 
any significant -vein of sympathy for . 
the fact that his perestroika reforms, 
must inevitably cause, more chaos 
before they can provide any cure. 

-The Soviet leader faces the dwd; 
dilemma that the economic austerity 

■ essential for genuine reform, includ- 
ing a radical overhaul of the subs!-., 
di&ed price system, -^incompatible ■ 

- with the; explosion <rf:pbpular debate. - 

- Every attempt by the. government; to 
liberalise, to raise some prices tp; 
become more realistic, or allow enter- 
prises and co-operatives to charge - 
what the market will bear, runs into, 
hysterical popular opposition. 

In order to compel the party to 

■ change, Mr Gorbachev has played an 
intricate game, setting one institution 
against another. He has already 
hugely succeeded in making the new. 
Supreme Soviet, elected through the- 
Congress of People’s Deputies, the: 
real centre of power and debate; 

Few would doubt that the leak to . 
CNN television last week, suggesting 
that Mr Gorbachev might consider 
giving up the Communist . Party lead- 
ership and concentrate on tbe state 
presidency, was a deUberate plant by 
an ally of the Soviet leader. It was not 
realistic at this moment, but it was - 
well worth reminding the party bar- 
ons of what could happen if they 
refuse to change. It was also widely 
repeated by the Soviet media, thanks 
to Mr Gorbachev’s furious deniaL 

The leak was Immediately followed 
by articles in several Soviet publica- 
tions debating the need for a stronger 
presidency, and blaming in decisive- 
ness on the continuation of divided 
rule between party and executive gov- 
ernment. 

The truth is that the Communist 
Party is already far less relevant than 
It used to be. Mr Gorbachev’s reform 
proposals are needed not so much to 
revive it as a force, as to manage its ’ 
decline. He has to persuade or shame 
■ his defensive and incr easing ly desper- 
ate party- barons into letting it hap- 
pen. That is the gamble he has taken. 


Gorby has 
his fans 

■ An intriguing invitation h a s 
reached us via our New York 
Office. It is to join the Mikhail 
Gorbachev Fan Club. 

For amemberahip fee of $20, 
you can have a year’s subscrip- 
tion to Gfastuost (sic), the offi- 
cial newsletter of the MGFC, 
a membership certificate (suit 
able for framing), a member- 
ship card (suitable for carry* 
ing) and a "Go Gorby Go” 
bumperetteker and button. 

AH those are in "appropriate 
shades of plnko-pink." There 
is an additional line of quality 
products, winch go into other 
colours and for which you 
have to pay extra. For 
instance, the MGFC official 
T Shirt sit S15: "In all sizes, 
sfikscreened logo, black on 
pink in. 100 per cent cotton.” 

Other offers include the 
MGFC official cap: "One size 
fits alL Logo, blank on pink, 
810,” and a ceramic coffee cup, 
also in black and pink at $10 
and bearing tbe lettering: 

"Wake up and smell the Glast- 
nost” 

The most expensive item 
so far is a logo wrist watch: 
"Battery powered quartz move- 
ment, gold plated thin case 
with genuine leather band. 

*50" 

More is in the pipeline. 

Future products wffi include i 
"Club Gorby” fashions and 
accessories, decoder rings, 
imported Russian products 
and some things called decals 
andtattos. 

Anyone who joins the Club 
and recommends another - 
member will receive "Gorby 
Dollars” which are redeemable 
for MGFC goods. Moreover, 
members have the opportunity 
to apply for a seat an the 
MGFC Central Committee if 
they can show that they have 
the right mixture of talent, 
information and connections. 

Apart from the misspelling 
of glasnost, which could hap- 
pen to anyone, the brochure 
looks perfectly genuine: a 
way, as it says, of encour- 
aging members of the dub 


Observer 


to have fun with each other. 

The address to write to is 
the MGFC, 4614 Kflauea Ave- 
nue, Suite 417, Honolulu, HI 
96816. 


Spring soon 

■ Prepare for an early spring. 
The PunxButavney groundhog, 
referred to in last Friday’s 
Observer column, did not see 
his shadow. 

English pride 

■ I was glad that England won 
the rugby match against 
France to Paris on Saturday, 
and I hope that it was not an 
outbreak of chauvinism on 
my part As the reporter wrote 
in The Independent on Sunday: 
"This was an T Smdand that 

2 have never seen before. Never 
in my lifetime, certainly, has 
a side representing the country 
displayed such a command 
of the language erf interna- 
tional rugby." 

It is rare to see England per- 
form so well at such a level 
at anything. The side actually 
set out to win and the greatest 
pleasure of all was to see the 
forwards still going forward 
in the last part of the game. 

According to the commenta- 
tors, the last time England won. 
by such a margin in France 
was in 1914 - a pregnant year. 
And there was perhaps just 
a little bit of politics In my 
reaction this time. It is not i 
good for the French to have 
the impression that the 
-En glish are falling behind in 
everything If the score had i 

been the other way round, they ! 
might have done. 

Closing shots 

■ Observer’s campaign to get ! 
rid of the double genitive is 
dosing, largely along the lines I 
of the American politician who | 
said of Vietnam: “Let’s get out I 



“And don’t let us see you in 
here again. Mr Mandela." 

and say we've won.” 

All that Observer wrote In 
the first place was that "He 
is a friend of John Major’s” 
must be wrong because the 
apostrophe "s” is redundant 
I do not think that anyone has 
refated that, although many 
readers have pointed to other 
genitive anomalies and several 
have said that it is a Sisyphean 
task to try to impose logic on 
the English la n gu a g e . 

Most readers, however, want 
Observer to take up quite dif- 
ferent linguistic campaigns. - 
Michael Lake, writing from 
the Office of the European 
Commission in Tokyo, thinks 
that the airlines are especially 
guilty of tautology and redun- 


For example, the statement 
“Captain Yamamoto and his 
entire crew welcome you on- 
board this flight—" is unlikely 
to be completely true. And "We 
ask you.to extinguish all smok- 
ing materials” could te 
replaced by toe simpler "Stop 

smoking.” 

Peter Walker, writing from ■ 
Holland, also complains about 
the the airlines’ use of lan- 
guage, as to: "We will be tak- 
ing off momentarily." He Is 


equally annoyed fay excessive 
deference to antirsezlsm and 
claims to have seen a restau- 
rant bill tn Washington, on 
which was written: "Please 
pay your wattperson.” 

P. G. B. Wills of Tunbridge 
Wells asks Tib to campaign 
against tbe use of toe compara- 
tive question in television 
interviews. For instance: “How- 
lucky are the family to be 
alive?" Or: “How disappointed 
is the Archbishop?" 

Professor J. Patterson, writ- 
ing from addresses in Hudders- 
field and Kent, suggests that 
the rot set In when people 
stopped being obliged to learn 
"My, thy, his, her, Its, our, 
your tbatr,” as he was at a 
Presbyterian church in Comber 
arm 1930. 

A point that Is quite hard 
to answer comes from Irvine 
Donsky in Toronto. He says 
that there are times when “A 
word of Coleridge’s” means 
something quite d i f fe rent from 
"A word of Coleridge.'’ Perhaps 
that is the exception that 
proves the rale. 

Meanwhile, suitably chas- 
tened, we accept that the 
Financial Times does make 
the odd mistake of its own. 


Loose change 

■ News item from a recent 
issue of Canada's Financial 
Post: "The Federal Business 
Development Bank has 
stripped Us chief operating 
officer of all responsibilities 
and dressed down 14 other 
managers for lending 317m 
to strip dubs.” 

The Bank has reported to 
Canadian MPs that the employ- 
ees are being punished for not 
carrying out their duties prop- 
erly, but admits that its own 
lending guidelines were impre- 
cise and caused many of the 
staff to make honest mistakes. 


Black humour 



(Pop-o- catter-pettal. Aztec 
Popoca, to smoke tepett a mountain) 
is easily the most unpronounceable 
volcano. It rises in the form of a cone 
to a height of 17,720 feet above the 
sea- level and is composed chiefly of 
porphyritic obsidian. Although no 
eruption has been recorded since 
1540, it still smokes. This hot; volatBe, 
Mexican geological peculiarity has no 
connection whatsoever, with the 
smooth, subtle and infinitely 
dependable qualities of Bunnahabhaln 
(Bu-na-ha-uenn) 12 year old single 
malt Scotch whisky. 

Burmahabhain is distilled on the 
Isle of Islay and " the pleasures of 
drinking it are directly proportional 
; to the difficulties of pronunciation. 
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early' everybody in : 
British education' 
seems to agree that 
toe 16 to 19 year old 
curriculum will have to he. 
reformed radically if Britain is 
to encourage a larger propor- 
tion (rf young people to remain 
in full-time education and 
trainmg. ShortIy before Christ' 
mas, Mr John MacGregor, the 
Education Secretary and st 
stout de f en d er of the anachro- 
nistic Advanced (A) level 
examination system, decided 
this was a bandwagon frehad ■ 
torida:' 

Be conceded that A levels do 

not jprovide a natural progres- 
sion for some 16-year-olds *nrf 
urged schools to offer a wider 
range of vocational quahtica- 
tions. Mir MacGregor wants the 
curriculum far all students to' 
include “core suns'". such as 
numeracy, communication, 
familiarity with information ' 
technology and the world of 
work, personal fiktHs, and com- 
petence In foreign languages. 

Curriculum reform is cer- 
tainly vital, But it is not tine 
only factor likely to influence 
staying-on rates. The institu- 
tional framework for delivering 
education and training for 16 
to 19 year olds also needs 
reviewing. The present struc- 
ture tends to rtinfbrce several 
artificial divides: that between 
academic and vocational edu- 
cation; that -between full- time 
and part-time study, and that 
between yoUth and adult or 
continuing education. 

A minority -of bright stu- 
dents follows' full-time aca- 
demic coiirses in school sixth 
forms or sixth form colleges. 
Tim normal pattern is to take 
three A levels, 1 often in related - 
subjects. Such Institutions 
offer few' opportunities for 
either vocational or part-time 
study. The failure and dropout 
rate is high as many students 
discover too late that A levels 
are hot for them; -only 14 per 
card; of school-leavers pass in 
two or more subjects; 

■The non-academic majority 
(the “goats”) leave school at 16. 

A. small proportion follow . 
ftdFtime vocational courses at . 
colleges of tarther education 
(PE). A significant chunk join 
the Youth Training -Scheme, 
which may involve part-time 
study at the local PE college. 
But around a third of all 16 to - 
19 year olds-go straight into 
full-time employment and 
receive no training: ; 

The -school system is thus -• 
organised to-serve the interests 
of a predominantly middle 
class -academic -gllte. PE or 
technical colleges, which tend : 
to be situated at the “wrong 
end" of towns, cater, for the 
educational proletariat. Such 
ccrileges offer A levels but spe- 
cialise in vocational education. 
Many courses are designed for r 


Michael Prowse 
tertiary colleges 
students to stay 


argues that 
will encourage 
in school longer 




part-time and mature students. 
The sector; thus provides a ref- 
uge for those dubbed “faflnres” 
at school. 

The question raised by cur- 
riculum reform is whether the 
traditional school/FB- college 
division still makes any sense. 
Hhw can participation rates be 
raised when fun-time study is 
‘ still usually presumed to mean 
academic study? How can the 
prestige of vocational courses 
be raised when the' best state 
and independent schools focus 
almost exclusively on A levels? 
The abort answer is by ceasing 
to segregate academic sheep 
from vocational goats: ideally 
16 to 19 year olds of all abilities 
htw< . pi wmnioiw ought to be 
educated together. 

. This already occurs In 
Brltain r s 50-odd “tertiary col- 
leges.’* These are state-fhnded 
institutions run under PE regu- 
lations which offer a full range 
-of academic and. vocational 
courses for everybody over the 
age of 16 — mature students as 
wall as teenagers. The concept 
of tertiary colleges was find; 
advanced in the late 1S608 as 
&a extension of the comprehen- 
sive ideal thatwas revotattoni- 
sing secondary education. 

The “tertiary movement” 
has steadily attracted support 
since the early 1970s, despite 
predictable opposition from 
both PE colleges and schools 
(which are reluctant to lose 
their sixth forms). The concept 
■has cross-party political sup- 
port: in recent years both 
Labour-run Sheffield and. Con- 
servative -run Harrow have 
“gone tertiary.” 

Mr Graham Phillips, the 
principal of the Haoley College, 
Oxfordshire's only tertiary col- 
lege, is a strong advocate of 
this educational model. He 
deplores the division between 
“makers and thinkers" which . 

riiaraftetMiw much nf British 

education, *r g«ri«g that at hi« 
cortege every c our se and type 
of student enjoys “parity of - 


esteem.” 

The Henley. College was cre- 
ated ‘ in 1987 - through the 
merger of South Oxfordshire 
Technical College and King 
James's College, the local sixth 
form college. The very names 
of these defunct institutions 
sum up post-war attitudes to 
academic and vocational edu- 
cation. Now everybody in the 
Henley catchment area rubs 
shoulders at the same college 
— imifttg they opt for the inde- 
pendent sector. This is surely a 
psychological step forward. 

Mr .Phillips runs a large and 
diverse institution. The college 
has an annual budget of £3-5m, 
employs 120 full-time and 300 
part-time staff, and offers 
courses to 1,400 foil-time and 
700 part-time students. In addi- 
tion, some 2£00 adnlts attend 
day and evening classes. 



Graham Phillips, Principal, in an art class at Henley College 

tee's recommendations for leges are melting pots in which 


leaner A level courses and 
partly because it thinks 
demand for a European style 
education will rise as the 1992 
reforms gather momentum. 

On the vocational side, the 
college offers around 20 Busi- 
ness ar> d Technician Education 
Council (BTec) courses, includ- 
ing two-year full-time pro- 
grammes in business and 
finan^ leisure studies, art «n«f 
-design, engineering elec- 
tronics. The college co-operates 
with local businesses such as 
Fads DIY, House’s Honey and 
Harvey Forklift, providing 
some 20 YTS courses in fields 
such as catering, motor vehicle 
servicing, construction and 
hairdressing. A plethora of 


Like supermarkets, these colleges offer 
a wide range of good courses. Many sixth 
forms, by comparison, are corner shops 


To anybody educated in a 
conventional school, tire range 
of courses will appear hewfl- 
deringly broad. On the aca- 
demic side, students can 
choose from 40 A levels, includ- 
ing such non-standard subjects 
as. dance, foahlnn and tertiW, 
philosophy, and design .and 
technology. Nine languages.are 
offered including GCSE Arabic, 
Japanese and Russian. 

From next aut umn, the col- 
lege intends to nffpr fftg 
International Baccalaureate. 
This is a broad pre-university 
programme involving the 
. study of six subjects including 
math s, ntn giiah . a foreign lan- 
guage, an experimental sci- 
ence, a social sripm* and an 
elementary course in episte- 
mology. The enllagp is offering 
the IB partly out of frustration 
at the Government's failure to 
accept the EQgginsoa Commit- 


classes for adults range from A 
level maths to City and Guilds 
photography and “Ice Your 
Christmas Cake." The college 
also educates young offenders 
and the severely handicapped. 

Strong educational, social 
and economic arguments 
favour the tertiary nwdeL On 
the educational front, few con- 
ventional schools can hope to 
winfa-h their range of academic 
options, let alone bridge the 
academic/vocational divide. 
The diversity of courses offered 
at tertiary colleges makes 
tiwm tho p»ihrf environment 
in which to forge the new kind 
of “core skills” curriculum 
advocated by Mr MacGregor 
and many educationalists. 
What other instit ution s have 
experience of both YTS courses 
and Oxbridge t ui tion? 

The social arguments are 
equally powerful. Tertiary col- 


Competition as the only spur industry requires 


Ftom MrJ.M.iCBanham. - - 
Sir, Richard Layard (“The 
fallacy about productivity and 
pay,”. January 31) aimed to 
show .-where senior ministers 
and the Confederation of Brit- 
ish Industry were wrong. But 
he conveniently ignores one 
crucial fact The pohdes that 
he proposes were tried - and 
foiled - In the 1970s. As a con-' 
sequence, , he merely repeats 
three facades that he at the 
heart of 


First, Layard suggests that 
while pay should match pro- 
ductivity across the economy, 
it is somehow hot appropriate 
for pay to match; performance 
at the company tevei. lt is pre . 
dsdy this kind of thtaMng 
that led the UK in the 1970s to 
become a tow-pay, low-perfor- 
mance economy by interna- 
tional standards.. The drive to 
raise performance cannot be 
separated from the issue of 
pay. fo. the 1980s, it was the 
recognition of this at the coofr 


pany -level that enabled us to 
move towards being a high- 
pay, high-performance econ- 
omy. Nor should we pretend 
that certain sectors of the 
economy are somehow immune 
from performance improve- 
ments. Pay must affect individ- 
ual performances throughout 
the economy, in the puhhc and 
private sectors. 

Second, it is. proposed that 
there should be a going i&te for 
pay, regardless of performance. 
Agate, this approach , was dis- 
credited In the 1970s. Indeed, -it 
is our lingering addiction to 
the notion that pay rises most, 
always,, act least match the 
retafl.price index — a habit 
acquired' during our previous 
dalliance with “going rates” - 
which is making it SO difficult 
to., hold pay movements across 
the economy to the rise in out- 
put. The laws of economics do 
not ordain that our standard of 
living should always be main- 
■ tfdned, regardless of our perfor- 
mance or wflBngness to invest 


ygthgr thawi mu ihiiim FTprflifl- 

ity in setting pay levels rein- 
forces the awareness among 
employees that their well-beiiig 
depends on the performance of 
the enterprise that employs 
them. This should he encour- 
aged, not stifled. 

Third, Layard suggests that 
the CBI should act to “per- 
suade its members” to accept a 
going rate of pay set tigments- 
CBI members have no desire 
for such a return to the corpo- 
rate state mentality of tire 
1970s. They need no lectures 
from their Director-General on 
how to run their businesses 
and control costs. Nor win any 
be given; competition is the 
only spur they need. 

.1 m m Xtenham, 
Director-General 
CEO. 

Centre Point, 

103 New Ctrfbrri Street, WC1 

From Mr Peter Oppenheimer. 

Sir. Richard Layard’s gener- 
ally pellucid exposition of the 


case for going-rate pay settle- 
ments contains one conftnring 
blemish. This is his fra* 
productivity-based pay leads to 
inefficie n cy because employ- 
ment patterns wfll be skewed 
towards the low-wage sectors. 

ff tiie labour mar ket were 
sufficiently segmented to per- 
mit such an outcome, it would 
not necessarily be inefficient, 
and the alternative might be 
unemployment of the low paid- 
in reanty, the labour market is 
not segmen t ed, and the ineffi- 
ciency observed in practice is 
tire opposite of that suggested 
by Layard. 

Lagging wage sectora experi- 
ence shrinkage or degradation 
of their output, because of 
inability to recruit labour. The 
Government acknowledged 
this recently in relation to tax 
inspectors. Sooner or later it 
will have to do the same in 
relation to awihu |n rv!ft men 
Peter M. Oppenheimer, 

Christ Church. 

Oxford 


Auctioning airport slots 


The toughness of Nikkeiren 


Prom Atr.PaulSeabright. . 

Sir, Mr King's statement 
(Letters, January 29) that an 
auction sys te m for airport riots 
would greatly raise BAA’s prof- 
its is true only if BAA were to 
keep an the revenue. 

Since the exchequer would 
have received a significantly, 
higher price when BAA was 
floated if such, a system had 
been in place, It would be 
entirely reasonable for the 
exchequer now to receive, a 
royalty in exchange for the 
necessar y regulatory ch an g es. 

■ Many uses for the revenue 
suggest themselves, inducting 
the UK’s share of investment 
iu a proper European air traffic 


co nt rol fapfiHy ' 

: The question of who should 
keep the revenue is quite dis- 
tinct from the question of 
- whether accessfo airport slots 
should.be allocated by a pric- 
ing mechanism. Markets in 
slots would not work perfectly, 
but are much to be preferred to 
the current system. This dis- 
criminates against new 
entrants and encourages the 
takeover of whole airlines 
When all the purchaser 
requires is access to slots. 

Paul Seabright, 

Director of Studies 
inEammxs. 

CfuffehOLCOBeae, 

Cambridge 


From Mr Jon Woronoff. 

1 welcome the letter by John 
Cramp (Letters. January 26) 
countering Ronald Dore’s 
observations (Letters, January 
22) on Japanese-style consen- 
sus management. I agree that 

Mr Dore -must be living on a 
different planet 

I have spent 10 years in 
Japan and 20 studying that 
country and I have never 
encountered anyone who 
would recommend the 
employer's organisation, Nik- 
keiren, as a model far consen- 
sus-bnilding. While there are 
some Japanese organisations 
and some Japanese business 
leaders who do seek consensus 


and harmony, Nikkeiren is 
most assuredly not one of 

It is known historically tra- 
its confrontational approach to 
keeping labour in hue and In 
past years has repeatedly 
pressed for the lowest possible 
wage rises and the smallest 
possible concessions to the 

I do not think that Nikkeiren 
would object to this evaluation. 
In fact, it must be feeling 
embarrassed by Mr Doze's inti- 
mation that it is anything but 
tough. 

Jon Woronoff. 

8839 Rodmtm Street NW, 
Washington DC 


Azerbaijan and the nasty repetitions of continuing history 


Fnm Ms (M Burke. . 

Sir, Edward Mortimer's com-. 
Tfwnts on the situation In Azer- 
baijan (“No crusade, no jihad.” 
January 30) were interesting 
and timely. They show* that not 
only is .history far from at an 
end, as that sally fellow in the 
US would have It, but also that 
nasty; repetitions are all too 
frequent ‘ 

Nationalist and ethnic ani- 
mosity in Transcaucasia; pre- 
date ae Ml 7 examples quoted 
by Mr Mortimer and weh pre- 
date the Russian revolution. In 
1905 and ISOS there were simi- - 
lax riots and massacres to 


those cd-1917 and of today. 

The British Ambassador to 
St Petersburg, Sir Charles 
Haxdinge, wrote to the Foreign 
Secretary that “religious antag- 
- onism between the two races 
bas for long {«st been carefully 
fanned by revolutionary 
' agents, 'with toe object of creat- 
ing difficulties for the authori- 
ties and producing a state of 
anarchy all over Russia, by 
which they hope] to overthrow 
the . present government.” 
Many, a- thoughtful analyst 
might say the same today. 

The ambassador’s concern 
' reflected Britain's Interest in 


what was then one of the 
world's most productive oil- 
fields. Between 1899 and 1902 
the Baku district yielded more 
oil than the total output of the 
US. British money accounted 
for about 80 per cent of foreign 
investment in Russian oiL 
Foreign companies were 
sequestered at toe revolution, 
and oil productivity declined, 
but, judging by contemporary 
descriptions, little else seems 
to have altered. . 

.Those of your readers keen 
to learn from past events, and 
unable to wait for a reprint of 
Firuz Kazemzadeh’s The Strug- 


gle for Transcaucasia, men- 
tioned by Edward Mortimer, 
should turn to KJEL Kennedy's 
Mining Tzar, the Life and 
Times of Leslie Urquhart 
(Allan and Unwin, 1986). 
Urquharts lasting memorial is 
Mount Isa Mine in Australia, 
but from 1903-1906 he was in 
Baku. Kennedy's early chap- 
ters present a fascinating 
account of "... a city of 
Blood, a HeU on Earth.” 
GiDBuike, 

South Downs Farm. 

Chyenhai, 

Near Kerris, 

Penzance, CcrmoaU 


people of different ages, abili- 
ties backgrounds mir 
freely. Such institutions, while 
placing nnwridgrahlp pm phggfe 
on "pastoral care,” offer 16 to 
19 year olds a more adult envi- 
ronment than secondary 
schools. As Mr Phillips puts it, 
“we ease students towards 
independence.” Young people 
who would not consider stay- 
ing on at school may happily 
attend such colleges. Mixing 
with matore students may 
encourage the view that learn- 
ing is a lifetime activity rather 
than something that stops at 
16, 18 or 2L 

From the Government’s 
point of view there are also 
powerful economic arguments 
in favour of tertiary 
Such institutions are the edu- 
cational analogue of supennar- 
kets in the food industry, lake 
Tesco and Sainsbmy, they can 
exploit of Win to 

offer a wide range of quality 
courses. By comparison the 
sixth forms of many compre- 
hensive, grammar and private 
schools are inefficient small 
corner grocer shops. It is hard 
to believe they will ever be 
able to afford to offer a wide 
range of vocational courses. 

Yet as Mr Sean McLaughlin, 
the secretary of the Tertiary 
Colleges Association, points 
out, the Government’s attitude 
to the tertiary model Is at best 
“ambivalent.” Instead of pro- 
moting the Mnd of Institutions 
best able to bridge the aca- 
demic/vocational divide, minis- 
ters have advanced down Ideo- 
logical cul-de-sacs. For 
example, they have strained 
relations with local authorities 
by investing enormous sums in 
a handful of free-standing City 
Technology Colleges. 

These will doubtless provide 
a good education for some 
youngsters. Yet the vocational 


and scientific education the 
CTCs are supposed to be pio- 
neering is already being pro- 
vided by tertiary colleges, 
which extend their net to 
mature students. The differ- 
ence is that the tertiary col- 
leges have the resources to bal- 
ance science and technology 
with a very wide range of cul- 
tural and artistic activities. 

The provisions allowing 
state schools to "opt out” of 
local authority control are 
potentially more harmfiiL Ter- 
tiary colleges can often be cre- 
ated only by removing sixth 
forms from local secondary 
schools, hi future the auto- 
matic reaction of threatened 
schools may be to opt out of 
the local authority system. 
This may give students a wider 
choice of schools but it could 
paradoxically narrow their 
educational opportunities - 
because none of the corner 
shops would be able to offer a 
full range of academic and 
vocational courses. 

But perhaps the strongest 
argument in favour of tertiary 
colleges is their popularity 
with students and parents. A 
recent favourable assessment 
of Harrow's tertiary system by 
Her Majesty’s Inspectorate 
noted that demand for pia«*B 
had tar exceeded forecasts. 

The story is the same at 
Henley and elsewhere. Mr 
Phillips notes that the stay- 
ing-on rate at 16 is nearly dou- 
ble the national average. The 
college's full-time student pop- 
ulation has risen by about 30 
per cent since 1967, a period of 
declining school rolls. More 
encouraging still, about 2S per 
c en t of the college’s intake rep- 
resents transfers from the inde- 
pendent sector. When most of 
the traffic heads the other way, 
this surely suggests that ter- 
tiary colleges are doing some- 
thing right. 


Lomb ard 

How the East 
can jump ahead 

By Hugo Dixon 


EASTERN Europe’s new 
Governments have rightly tar- 
geted teleco mmuni cations as 
one of their development prior- 
ities. So long as customers 
have to wait five to 10 years for 
a phone line and frequently 
spend the whole day frying to 
get through to one another, it 
wfll be difficult to get other 
sectors of their economies 
moving: 

However, in trying to bufld 
modern communications 
systems, the new Governments 
may be tempted to ape the 
West both in technology and in 
regulatory structures. They 
may hope to catch up with the 
West by di g gin g up the roads 
to put in copper cables. And 
they may suppose that the best 

way of encouraging investment 
is to guarantee the monopoly 
positions of their operators. 

This would be a pity because 
eastern Europe has a chance 
not merely to catch up with, 
but to leap-frog the West 

Instead of sticking to the tra- 
ditional practice of putting 
hard-wire connections into 
every office and home, they 
would be wise to go straight to 
mobile communications. And 
they would develop their net- 
works more rapidly if they 
opened their markets to com- 
petition than if they stuck with 
their old monopolies. 

The benefits of using mobile 
communications to provide 
basic services - not simply to 
reach an elite market — are 
already becoming apparent in 
the West 

By the mid-1990s, the costs 
of mobile technologies are 
expected to have fanen to lev- 
els where they are competitive 
with fixed technnlogipR Mobile 
systems may use more com- 
plex electronics than fixed 
systems, but it is unnecessary 
to dig up roads to construct 
them - the most expensive 
part of building a traditional 
network. 

The backwardness of eastern 
Europe's networks means it 
makes sense to use mobile 
systems for the basic phone 
service now, not in five years 
time. The existing networks 
"fire so run down that most of 
them need replacing anyway. 
So, in contrast to the West, 
there is not a huge amount of 
useful investment already 
sunk in fixed networks. 


Moreover, there are fewer 
than 10 phones for every 100 
people In eastern Europe com- 
pared with a typical figure of 
about 70 in the West When 
density is high, it is relatively 
sensible to use fixed links 
because the links do not need 
to be very long. The opposite is 
true when density is low. 

Beyond these technical rea- 
sons, there are powerful eco- 
nomic arguments why eastern 
Europe should go mobile. One 
Is that it is much quicker to 
get a mobile system up and 
running and it is therefore the 
best way to cut waiting lists. 
Another is that it will be easier 
to attract foreign funds to 
invest in mobile projects 
because of the current excite- 
ment in the West over any- 
thing to do with meddle com- 
munications. 

This, of course, assumes that 
eastern Europe opens its bor- 
ders to foreign investment in 
telecommunications and aban- 
dons its monopoly structures. 

The lessons of the US and 
UK are that deregulation leads 
to greater investment in Infra- 
structure because established 
operators have to modernise 
their networks if they are to 
keep up with their new rivals. 
Deregulation also leads to the 
provision of a wider variety of 
services because entrepreneurs 
have an incentive to think of 
clever ideas. 

The advantages of deregula- 
tion will almost certainly be 
even greater in eastern Euro- 
pean countries because they do 
not have enough funds of their 
own to invest In networks. By 
winning markets, there is 
the prospect of using foreign 
money to make a rapid transi- 
tion from ancient to modem 
systems. 

Some may argue that, if the 
market is folly liberalised, for- 
eign companies will concen- 
trate on the business market 
and neglect residential custom- 
ers. It would be possible to 
guard against this by requiring 
all players in toe market to 
pay a special levy to subsidise 
residential services. 

Moreover, with residential 
customers now getting such a 
bad service or no service at all, 
they could hardly be worse off 
At least those with a pressing 
need to communicate would be 
able to buy a mobile {flume. 


Why is Chuo Trust in the middle? 



In Japanese the word ‘*chuo ,J means central. 
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US and Bonn agree reunification timetable 


By Our Foreign Staff 


THE US and West Germany 
have reached a broad under- 
standing on a timetable and 
framework for handling Ger- 
man reunification. 

Agreement was reached late 
on Friday at a meeting in 
Washington between Ur James 
Baker, the US Secretary of 
State, and Mr Hans- Dietrich 
Ge use her, the West German 
Foreign Minister. 

The main features of the 
joint US-German approach are 
that West and East German 
leaders will open talks on eco- 
nomic and monetary union 
immediately after the March 18 
elections in East Germany. 

They will present their dis- 
cussions on unity to a 35-na- 
tion European summit, 
attended by the US and the 


Soviet Union, to be held in late 
October or November. The 
Conference on Security and 
Cooperation in Europe (CSCE) 
will also ratify a treaty sub- 
stantially to reduce conven- 
tional forces in Europe. 

Mr Helmut Kohl, the West 
German Chancellor, outlined 
elements of the framework on 
Saturday, in an address to 
businessmen assemb led at the 
annual World Economic Forum 
in Davos, Switzerland. He 
focused on the security and 
economic structure of Europe 
into which a re-unified Ger- 
many could fit without raising 
the fears of its neighbours or 
threatening broad East-West 
interests. 

His blueprint would entail 
the creation of a security struc- 


ture spanning Nato and the 
Warsaw Pact, which could be 
prepared at CSCE. 

Mr Baker will put the joint 
US-German ideas to the Soviet 
leadership when he arrives in 
Moscow later this week. Mr 
Baker is due to meet Mr 
Wniawri T himflR French Foreign 
Minister, tomorrow on a 
refuelling stop in Shannon, 
Ireland, on his way to Prague 
for a two-day visit before going 
to Moscow. 

Pressure for the re-uniflea- 
tion of the two Germanics 
accelerated recently after pro- 
posals by Mr Hans Modrow, 
the East German Prime Minis - 
ter, for a neutral, unified Ger- 
man state and by Mr Eduard 
Shevardnadze, Soviet Foreign 
Minister, for an international 


referendum on reunification. 

There has recently been a 
marked shift in US policy 
towards closer involvement in 
the reunification question 
because of fears that events 
are moving out of control with- 
out an adequate framework to 
take account of wider East/ 
West security interests. US pol- 
icy is still developing, with an 
urgent National Security Coun- 
cil review under way, and Mr 
Baker is, as often in the past, 
pushing policy forward. 

The Western allies, notably 
Britain and France, will be 
looking to a reassurance from 
the US that their concerns 
about the avoidance of a neu- 
tral Germany and about the 
role of the Second World War 
allies, especially in relation to 


MERGERS AND ACQUISITIONS 


W Europe takeover deals surge to $51.7bn 


By Guy do Jonqul&res, International Business Editor, in London 


ALMOST 1,300 cross-border 
mergers and acquisitions with 
a disclosed value of Ecu 45-3bn 
($5L7bn) were made In western 
Europe last year, most of them 
in the second six months, 
according to Translink’s Euro- 
pean Deal Review. 

The surge in the number of 
such deals, which is believed to 
be a record, was propelled by a 
powerful Increase In activity 
by US companies, which made 
European mergers and acquisi- 
tions worth Ecu l&8bn - more 
than co mpanies from any other 
country. 

Almost three-quarters of the 
US deals woe made in Britain, 
which was by for the most pop- 
ular target country for foreign 
acquirers. The total disclosed 
value of cross-border deals 
completed in the UK was Ecu 
20.8bn, half of which was 
accounted for by US compa- 
nies. 

European activity by US 
acquirers was heavily concen- 
trated in the second half of the 
year, when they made more 
than 100 deals worth Ecu 
fiUbn. These included Ford's 
purchase of the Jaguar car 
company (Ecu l-9bn) and Pep- 
siCo’s acquisition of Smith’s 
and Walker's crisps from BSN 
of France (Ecu L2bn). 

The Translink figures cover 
only deals which have been 
reported publicly. Further- 
more, no value was given for 
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5.7m 


whole, making 167 deals In 
Europe with a disclosed value 
of Ecu 9.7bn. By for the Mggpgt 
French, deal was the purchase 
by the Victoire insurance 
gr ou p of 42 per cent of West 
Germany’s Colonla Versicher- 
ung for Ecu l.7bn. 

France was also the third 


most popular target country, 
after Britain and West Ger- 
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more than 700 of tire deals 
recorded. The figures do not, 
therefore, capture the full 
extent of merger and acquisi- 
tion activity. 

Nonetheless, it appears that 
a relatively small number of 
transactions accounted for a 
large proportion of the total 
value of deals. Fifty of the 542 
deals for which a price has 
been disclosed were together 


wrath almost Ecu 30bn. 

Although the number of 
deals in the second half of the 
year (699) was slightly greater 
than in the first six months, 
the value of transactions was 
much higher, at Ecu 29.9bn 
against Ecu 15.4bn. 

France, which had been the 
most active acquiring country 
in the first half of 1988, was in 
second place for the year as a 


after Britain and West Ger- 
many, for mergers and acquisi- 
tions by bidders from other 
parts of Europe. The disclosed 
value of foreign mergers and 
acquisitions in France was Ecu 
5-4bn, of which Ecu 4-lbn was 
accounted for by companies 
based in other parts of Europe. 

One of the most pronounced 
trends was the growing appe- 
tite of West German companies 
for mergers and acquisitions in 
the rest of Europe. These were 
valued at Ecu 6.61m for 1989 as 
a whole, compared with a mere 
Ecu 300m in the first six 
mo nths of the year. 

Activity was swollen by sev- 
eral big deals, notably the Ecu 
2.9bn joint hid by Siemens and 
GEC for Plessey, Deutsche 
Bank’s Ecu L3bn acquisition of 
Morgan Grenfell and the 
Afflanz insurance group's Ecu 
934m purchase of part of Navi- 
gation Afixte of Fiance.. 

Deals carried out in West 
Germany by foreign acquirers 
totalled Ecu 5-Tbn, of which 
Ecu 4.71m were made by bid- 
ders from the rest of Europe. 


Britain was the fourth most 
active acquiring country, after 
the US, France and West Ger- 
many, making deals in other 
parts of Europe valued at Ecu 
5J3m. However, the value of an 
foreign deals made in the UK 
was almost four times higher 
than that, and the value of 
British deals by European 
acquirers was almost twice as 
big. 

British acquirers made 281 
cross-border itoafa more 
those by companies from any 
other European country, but 
most ware small. Their average 
value was only Ecu 28m, com- 
pared with Ecu 2Q0m. for the 
Germans and Ecu 186m for the 
Americans. 

The most popular target 
countries for British acquisi- 
tions were France, West Ger- 
many and the Netherlands, 
while the US, France, West 
Germany and Japan were the 
most active acquirers in the 
UK- 

Tbe busiest sector for merg- 
ers and acquisitions was food 
and food retailing, followed by 
automotive and aircraft, insur- 
ance qrjd banking, an *l fitumra. 
These industries together 
accounted fra mere than half 
the total value of cross-border 
deals. 

• Tronsbnk’s European Deal 
Review. . 73Q Fifth Avenue, Suite 
1906 ; New York, N.Y. 10019. Tel 
: 212-265 7990. 


Bank of England seeks to change investment directive 


By David Barchart! and Richard Waters in London and Lucy Kellaway in Brussels 


THE BANK of England will 
today add its weight to a grow- 
ing campaign aimed at per- 
suading the European Commis- 
sion to amend a draft directive 
which, It is claimed, would 
drive Investment business 
away from the Community. 

Mr Penn Kent, an executive 
director of the Bank, will warn 
at a London conference that 
the fourth and latest draft of 
the directive - on the capital 
adequacy requirements for 
investment firms - poses a 
threat to all EC fin ancial cen- 
tres. 

His warning marks an 
attempt to shift the debate, 
which until now has been seen 


as a battle between London 
and Brussels, into a wider con- 
text 

Last week, Mr John Red- 
wood, UK corporate affairs 
minister, warned that Zurich, 
New York and offshore centres 
might benefit should the Com- 
munity make a mistake when 
negotiating directives to regu- 
late capital requirements, and 

the overall re gime fnr ftnaprnal 

services. EC financial centres 
such as London, Frankfurt, 
and Paris would lose out, be 
said. 

The draft directive on invest- 
ment services is intended to 
allow companies authorised in 
one EC country to operate 


freely throughout the Commu- 
nity after ^ 

Smaller London brokers and 
investment companies tear 
that the final directive will 
insist on high basic capital 
requirements without consider- 
ing the actual risks and posi- 
tions taken by firms. 

This would favour the large 
West German and British 
hanking groups and restrict 
competition, hurting smaller 
players in the international 
securities trading market who 
need high returns on their cap- 
ital. Some business, the 
fimallpr houses Haim , would be 
forced away from the Commu- 
nity. 


Mr Redwood echoed their 
fears, saying: “Zurich wf& rub 
its hands with glee at the folly 
erf the EC, if it does not get its 
regulations on financial ser- 
vices right" 

A fifth and final draft of the 
direc ti ve is being drawn up by 
the Commission, but bag been 
delayed by British objections. 
It is likely to be ready fra dis- 
cussion in the spring. 

In a further move to find a 
compromise, Mr Leon Brittan, 
EC Commissioner responsible 
for financial services, will 
today seek to reassure British 
securities firms that new EC 
capital adequacy rules wfil not 
divert investment business 


away from Europe, or play Into 
the hands of the universal 
bfinto* 

In a speech to the Overseas 
Bankers Club in the City of 
London tonight. Sir Lean will 
make It clear that the new 
rules will be aimed at main- 
taining the competitiveness of 
European centres and 

ensuring that banks with 
in-house securities traders do 
not have an advantage over 
independent firms. 

He win stress tiie need fra a 
common set at rules on sol- 
vency for investment compa- 
nies which strike the right bal- 
ance between too much and 
too little support 


Eight die as gunmen attack Israeli tour bus in Egypt 


MASKED gunmen killed eight 
people and wounded at least 27 
on an Israeli tour bos near 
Cairo on Sunday, blocking the 
bus with their car then blast- 
ing it with grenades and 
mac hi ne guns, Reuter reports 
from Cairo. 

The attack, immediately con- 
demned by Israeli Prime Minis- 
ter Yitzhak Shamir as a mur- 
derous sign of rampant hatred 
for Israel, seemed certain to 
complicate efforts to arrange 
Israeli- Palestinian peace talks 
In Cairo. 

Police said three or four 
attackers in a white Peugeot 
car swerved across the path of 
the bus on the Cairelsmafiiya 
highway at about 6pm (1600 
GMT), forcing it to halt 

Mr Samiri Sultan, director of 
Heliopolis Hospital in northern 
Cairo, told reporters 10 of the 
31 people on board were killed 
but it was not clear whether all 


the eaanflltiew were Israelis. 

It was the most serious 
assault on Israelis in Egypt 
since 1985 when a deranged 
Egyptian soldier killed seven 
Israeli tourists on Ras Burka 
beach in Sinai. 

Hospital sources said Egyp- 
tian border guards accompany- 
ing the bus, heading to Cairo 
from Rafail in the Israeli-occu- 
pied Gaza strip, were among 
the dead. 

Israeli commentators and 
security sources said the 
ambush might have been car- 
ried out by Arabs opposed to 
Palestine Liberation Organisa- 
tion leader Yasser Arafat’s 
efforts to engage Israel in 
peace talks. 

Diplomatic sources said the 
foreign ministers of Israel, 
Egypt and the US had been 
expected to meet next weekend 
in Europe to finalise prepara- 
tions for a Cairo meeting 


between Israel and Palestin- 
ians. 

Mr Shamir told Israel televi- 
sion the attack was serious 
shocking. “(It) proves that 
hatred fra Israel still exists and 
Is running wild in the area,” he 
said. 

An Egyptian interior minis- 
try statem e nt, released by the 
Middle East News Agency 
(MENA), said the attackers 
used two sub-ma chin e guns 
and tossed four grenades at the 
bus. Two of the grenades 
exploded. 

It said three women were 
among those kQled. 

“The Interior' ministry 
deeply regrets this savage inci- 
dent which led to the death or 
injury of innocent people,” it 
said. 

Israel’s foreign ministry arid 
Egypt had promised full 
cooperation in bringing the 
killers to justice. 


The Israeli army announced 
that a military plane carrying 
a medical crew including doc- 
tors and nurses would go to 
Cairo to help treat the Israeli 
victims In Egyptian hospitals. 

Tens of thousands of rswwiia 
have visited Egypt each year 
since the 1979 peace treaty 
between the former foes. 

Between 1984 and 1986 two 
Israeli embassy officials were 
shot dead and several other 
Israeli nationals wounded in 
three attacks in Cairo. 

Twenty people, including the 
son of Egypt's latp President 
Gamal Abdel Nasser, are on 
trial in Cairo on charges stem- 
ming from the three attacks. 

Each assault was claimed 
rather by telephone or by letter 
on behalf of Egypt's Revolution 
Organisation. 

Hugh Carnegy adds from Jeru- 
salem: The attack seems sure 
to have adverse effects on a 


delicately-poised proposal by 
the US to start IsraeU-Falestin- 
ian peace talks in Cairo under 
Egyptian auspices. The talks 
depend on the goahead of a 
tywp tyni Mr Shamir. 

It la likely to be used as evi- 
dence for not accepting the US 
plan by right-wingers within 
Mr Shamir’s Likud Party who 
are challenging him strongly 
not to make any concessions to 
the Palestine Liberation Organ- 
isation at a special party con- 
ference on Wednesday. 

The future erf the talks pro- 
posal is seen as depending on 
Mr Shamir facing down the 
party rebels. 

Mr Arid Sharon, the power- 
ful Industry Minister who 
leads them, said after the 
attack: "We can only see one 
thing - there is no change in 
the attitude of the FLO terror- 


ist organisations. I believe 
these are PLO terrorists." 


■e t 

S U 57 

n n so 

i in 

8 W 81 

P 8 « 

C 17 63 


p « a 

R 11 S 

t 11 R 

R 2 38 

C 12 64 

8 8 « 

R 11 S 


Listening for an echo from the Kremlin 


Continued Cram Page 1 


throughout in reverential 
silence, many likening the 
depth of solemn intent to the 
mood during the funeral of Mr 
Andrei Sakharov, which drew 
crowds of 60,000 into the freez- 
ing Moscow streets last 
December. 

Moreover, fra all the range 
of groups rep r esented at the 
rally - bringing Baltic, Ukran- 
ian. Armenian and even Azer- 
baijani nationalists side by 
side with legion "«««»»»* demo- 
cratic movements — there was 
a clear theme of opposition to 
the Party’s conservative lead- 


ers. Criticism of Mr Yegor 
Ltgachev, the Politburo mem- 
ber, invariably raised a cheer. 

But there was little overt 
support for Mr Mikhail Gorba- 
chev, the Soviet President. The 
clear message of the speakers 
and banners was a wanting to 
the Soviet leader not to renege 
on perestroika - a sentiment 
arising from a widespread 
wariness over the true depth 
of his reformist convictions. 

“No tight turn Mikhail,” read 
one banner. 

“People want to show the 
Government that there are 
many people in this country 
who will fight for democracy," 


said Mr Vyacheslav Tabakov, 
a radical candidate for the 
Moscow council elections, as 
crowds gathered before the 
rally. “We hope today will be 
fbo beginning of events like In 
Czechoslovakia; a march of 
change,” he said. An onlooker 
added to make the point: “Our 
motto is no possanm.” 

But ft was left to &n histo- 
rian to identify the portent of 
the day’s events. Mr Yuri 
Afanasyev, rector of the his- 
torical archive and a radical 
deputy, summed up: . “X end 
with a call - hail the power- 
ful, non-violent 1986 All-Union 
revolution.” 
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Berlin, have been safeguarded. 

But Mr Kohl rejected the 
idea erf German neutrality. A 
united Germany should not 
have a special status in the 
heart of Europe which would 
isolate It, he said. 

Such a proposal could “wipe 
out at one blow the lessons of 
history.” The alliance between 
Europe and North America 
remained indis p ensable. 

*1 think I am right in saying 
that this is dearly recognised 
in Moscow, too,” Mr Kohl said. 

Mr Modrow said yesterday 
the Chancellor's rejection of a 
neutral Germany had not made 
his reunification offer obsolete. 
He had expected his proposal 
to bring out differing views. 
German heart for the new 
Europe, Page 2 


The big business 
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of going bust 




The pick-up in corporate 
bankruptcies suggests that 
something more than a soft 
landing is happening in the UK 
economy. Given the rate of 
new company formation, it is 
not surprising the number 
of bankruptcies has been 
steadily rising - reaching 
almost 8,000 last year - but 

the industrial and geographical 
spread is quite remarkable. 

Business failures notified to 
Trade Indemnity in 1989 were 
up 20 per cent in the south- 
east, 35 per cent in Wales, 41 
per cent in Yorkshire and 
Humberside and 51 per cent in 
East Anglia. Among the sec- 
tors, building and construction 
failures rose by 18 per cent; but 
that gloomy statistic was out- 
stripped by food and drink (19 
per cent), furniture and uphol- 
stery (28 per cent) and worst of 
all, clothing and textiles (49 per 
cent). 

There is also diversity 
among casualties in the stock 
market. The six which have 
recently called in receivers or 
administrators include, predict- 
ably, a Docklands housebuilder 
and a shopfltter, hut there are 
also an aerosol manufacturer 
and a coemetics company. 
Stock Exchange companies can 
sometimes rail back on the 
value of their quote, but the 
shell transformation trick is 
more easily pulled off in bull 
markets and booming econo- 
mies. Indeed, part of the prob- 
lem for many struggling 
quoted companies may be the 
accounting techniques used 
during the fat years. As the 
saying goes, recessions 
uncover what auditors do not 

Obviously, high interest 
rates - at a time of a corporate 
financial sector deficit and 
enthusiasm for leveraged buy- 
outs - are the main factor. 
Whether or not same of the big 
MBOs collapse, there is now a 
climate in which managers are 
eager to conserve cash by 
delaying payment and suppli- 
ers are unwilling to extend 
credit to perceived problem 
customers. The strong, in the 
act at surviving; sabotage the 
weak; and the hanks, with 
plenty of had experience in the 
US and developing countries 


British Steel 

Share price relative to foe 
FT-AM -Stare b*tex 
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and BP. Spain's Repsol and the 
Kuwaitis have -also- been 
aggressively expanding their 
UK operations, which is all 
rathra surprising If the returns 
are as poor as the big boys 


■ low tax charge, the p/e comes 
out at less than six times, or 
about tiie same as the much 
weaker Bethlehem Steel. This 
te.udd given British Steel’s sta- 
tus as a low-cost producer, a 
sterllng/DM relationship still 
in its- favour, its stranglehold 
on the domestic market and 
-the fact that it is further up 
the technological road than 
most rivals. 

Paradoxically, one way out 
of this impasse may lie in the 
other big fact about British 
SteeL- its strong finances. Its 
proposed £381m purchase of 
the C. Walker stockholding 
. business and recent shadowy 
- talks with West Germany’s 
Hoesch show that the company 
could, and probably should, be 
buying big to strengthen its 
...European position. But If its 
acquisitions end up blocked by 
regulators and entrenched Ger- 
man steel Interests, at these 
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The str u c t u re of UK petrol 
retailing has remained 
unchanged for so long that the 
stock market has became scep- 
tical about whether periodic 
official investigations will ever 
do anything to upset the status 
quo. However, the apparent 
delay in the publication of the 
Monopolies and Mergers Com- 
mission’s latest report on the 
supply of petrol by wholesale 
could mean that the new Trade, 
arid Industry Secretary may be 
more interested in stimulating 
real competition than hb pre- 
decessors ;He .has- already, 
toughened up a MMC report on 
credit cards mid would begin to 
make a real mark if he decided 
to take on the Mg oil compa- 
nies. -What better- way to. 
encourage more competition in 
one of Britain's forgotten 
growth Industries? 


Investment trusts 


British Steel 


behind them, are fester in pull- 
ing the plug. Whether they 
have been fast enough mar 
become apparent in the coming 
results season as they reveal 
their bad debt provisions. 


UK petrol retailers 

Elf is not the only foreign 
company anxious to get more 
heavily involved in a UK petrol 
retailing market which has 
long been dominated by just 
three big players - Esso, Shell 


After the buoyant conditions 
of 198888 times are getting a 
meat deal tougher in the' steel 
industry, a message underlined 
in last week's figures from 
Bethlehem Steel and Thyssen. 
But gloomy though the indica- 
tor were - sales down 14 ‘per 
cent In 1989’a last quarter at 
Bethlehem Steel; 'orders down 
12 per cent in the same period 
at Tbyssen-Stabl - it is hard to 
see why British Steel’s share 
price is quite as low as it is. 

At 133p, only Sp above the 
November 1988 flotation price, 
British Steel's shares are trad- 
ing on only AT times market 
estimates of the current year’s 
earnings and yielding a pro- 
spective 92 per cent. Even if 
that figure is adjusted to allow 
for British Steel’s abnormally 
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It's not exactly the lightest reading since the 
Dead Sea Scrolls. 


i PtflOH MRd roc further details of the Mematkxial 
Bond Manual. 


But- for bond dealers, salesmen, analysis I 
and in vestment managers it's a considerably } 
better reod. | 


better read. ] 

Because it contains accurate data, updated [ 
every two weeks, on 13,000 band and other f 
ittUM, including coupons, currencies, codes, I 
call data, managers, conversions and a wealth , 

of other information. No wonder it's so heavy. j 


Company- 


The bond market's bible. 
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AffiDf Sy^ara o fK Hnfo rino ti oi j bet ^ 
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share price levels British Steel 
should perhaps think about 
using the money to buy back 
its own equity. 


tv. 


The re-animation of the 
Smaller Companies Interna- 
tional Trust represents another 
step in the revival of the trust 
sector. British Steel's tuawriftn 
fund, having failed to hit the 90 
per emit mark in its earlier bid 
for the trust, winds up with the 
' investment portfolio. The new 
. trust starts as a £64m cash 
shell and avoids flotation costs. 
The political developments in 
eastern.: Europe obviously cre- 
ate the right investor climate 
for a Germany -fund; and 
although Foreign & Colonial 
may appear to be jumping an 
the bandwagon, there is only 
one other Germany-specific 
trust in existence. 

Specialisation represents one 
dear way forward ' for the 
trusts, since their use to insti- 
tutional Investors as general 
funds has kxxg been in doubt, 
in places such as Korea and 
Taiwan, foreign investors may 
have no other vehicle. In other 
small markets. Investors may 
prefer to let professional man- 
agers feoe the settlement diffi- 
culties. 

Last year was (me erf the sec- 
tor’s best. Discounts to net 
asset value have narrowed by 
about five percentage paints to 
1JL5 percent, a historically low 
level; and after a net outflow of 
£L3bn of assets in 1988, there 
was a net addition of £528m in 
1989. Private investors are 
rediscovering the sector’s mer- 
its through savings schemes; 
and for those who want to 
invest in overseas markets, 
specialist funds are probably 
the best vehicle. 
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INSIDE 


Clear view through 
the smokescreen 

They glva a rere insight into the workings of a 
higlvpoweredbkldefence team. Documents - 
tiled by BAT Industries with the Illinois insur- 
. ancse department have come to light as a result 
of a "leaked memorandum”, concerning a 
meeting of BAT arid Its advisers on November 
14. The UK tobacco-based conglomerate has 
been under threat from SJr James Goldsmith's 
Hoylake consortium, and the briefing note was 
apparently stolen from an adviser's office and 
sent to the enemy, it set out various possible 
courses of defensive action - ranging from 
acquiring a clearing bank to “green maHmg’* 
Hoylake. Nikki Tail reports. Page 21 


Paradi se on cannibal island 



The juiciest targets for companies seeking new 
markets often means looking for mouth- 
watering margins in typically high-value, low- 
volume sectors, where scale is small and the 
risks of entry are correspondingly low. But 
there is an alternative, explains Peter Martin. 

In the Business Column he looks at a report on 
corporate cannibalism. This discusses how 
advantage can be gained by entering market 
segments in which competitors cannot respond 
for fear of cannibalising their core businesses. 
Page 32 


Lower profile for Michetin 

Faced with weaker 
'demand lor Its products, 
Michel in, the world's 
leading tyre manufac- 
turer, is planning an - 
across-the-board review 
of its investment plans. 

It says car safes slowed 
In the second half of last 
year in the US and pros- 
pect in Europe are not 
very good. Mfchelirrhas 
therefore decided to 

maintain Us stocks in 1990 at the same level as 
last year, and will put off all non-essential 
Investment ptans. as well as paying particular 
attention to cost controL.Page If 
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Swiss hearts captured 
by US test-tube baby 

Peter Marsh, Louise Kehoe and Alan Friedman on 
Hoffmann-La Roche’s surprise deal with Genentech 


M r Fritz Gerber, chair- 
man of Hoffmann-La 
Roche, is keen cm think- 
ing long-term. And over the 
weekend he was In a visionary 
mood, following a breathtaking 
agreement on Friday to acquire 
for $2.1bn Genentech, the US 
group that is one of the world’s 

tech) to take a far-sighted 
approach, ” said Mr Gerber. “We 
are looking towards the end of 
the century.” 

Roche, the large Swiss drugs 
group, has for some time been 
studying acq uisitions in the US. 
hut last Friday's move surprised 
most observers. . 

The deal - in which Roche 
will take a 60 per cent stake in 
Genentech ana- has options on 
the rest of the shares - is proba- 
bly the most far-reaching of a 
senes of mergers and takeovers 
which has shaken the $l30bn-a- 
year drugs sector in the past 12 
months. It is also the biggest cor- 
porate accord so fin- in the infant 
business of biotechnology - a 
series of relatively new tech- 
niques for producing medicines 
and chemicals by rearranging 
genetic material 
The Roche/Genehtech move 
will almost certainly lead to a 
reappraisal in the drugs industry 
of prospects in biotech. The disci- 
pline burst forth in the 1970s to 
mucb excitement. Since then, 
however, many observers have 
been disappointed by the failure 
of the technology to produce 
more a ««u»f number of 
potentially big-selling products. 

Only about 1 per cent of the 
drug industry’s turnover comes 
from biotech-derived products. 
And while prospects over the lon- 
ger term appear good, the. rela- 
tive lack of progress by many of 
the US's several hundred biotech 
companies in recent years has led 
to frustration in the US financial 
community. > 

These sentiments have applied 
even to California-based Genen- 
tech, which 'with 9400m in sales 
is the' world’s biggest biotech . 
■ group Jn. terms off-revenues. 

'The 14-year-old company has 
some promising products both on 
sale , and under development 
These include Activase, a clot- 
dissolving drug for treating heart 
attacks which went on sale in 
1987. It is the world’s biggest seUr 
ing biotech drug, with annual 
revenues approaching 9200m. 

For all this, Genentech realised 
last year it was running short of 
capitol for funding future devel- 
opments. Mr Joseph Paella, a 
partner off Wasserstein, Perella. 
the Wall Street mergers and 
acquisitions company that 
advised Genentech on the Roche 


deal, said that Genentech first 
talked about seeking a buyer last 
September. 

“The company decided the 
pharmaceuticals industry was 
consolidating, that more finan- 
cial resources would be needed 
and that it wanted a link that 
would help it achieve its goals 
without being suffocated." 

In October, Mr Robert Swan- 
son, the 42-year-old founder of 
Genentech, flew to Roche's head- 
quarters in Basle to talk about 
co-operation, accompanied by Mr 
Kirk Raab, Genentech’s chief 
operating officer. The move came 
after Genentech had sounded out 
a number of US and European 
companies. 

Under the agreement reached 
with Roche, Genentech will con- 



Frifrz Gerber: plenty of scope for 
interaction with Genentech 

Untie as an independent entity, 
although Mr Swanson will rettxt- 
qtrish his duties as cfr W execu- 
tive. Mr Swanson has been critic- 
ised for some aspects of his 
management style, most notably 
a failure to delegate decision 
making. He will become chair- 
man , while his forma' post wIU 
will be taken by Mr Ratio. 

Mr Gerber said he would 
“change nothing” at present in 
the way Genentech operates. "We 
will do a lot of talking and there 
will be plenty of scope for inter- 
action.” Over the long term, he 
has high hopes for a swopping of 
ideas between the chemistry- 
based research teams at Roche 
and the biotech-oriented scien- 
tists at Genentech. 

He says that taking Genentech 
away from continual analysis by 
Wall Street will be good for the 
company. He said that Roche - 
which as a Swiss-incorporated 
company is reckoned to be 
immune from takeover and last 
year had cash deposits off SFr€bn 


<|4bn) - would “take a view that 
goes beyond the next quarter.” 

For Genentech employees, the 
shock move was tempered by the 
terms of the UmI, under which 
Roche will pay $36 pa share for 
SO per cent of Genentech’s out 
standing stock. Fa most Genen- 
tech employees, 82 pa cent of 
whom hold shares acquired 
though a generous employee 
stock options program, this rep- 
resents an opportunity for imme- 
diate profit. Mr Swanson, the 
owner of 5 pa cent of Genen- 
tech’s stock before the Roche 
deal, stands to gain an estimated 
967m. 

The reaction of Genentech’s 
key researchers to the Roche 
acquisition will be critical to the 
company’s future. Genentech’s 
top managers must persuade 
these young men and women, 
widely regarded as the best and 
brightest in the US Mo tech indus- 
try, to stay with the company. 

“What attracted people to 
Genentech was the opportunity 
to make a difference and to hit it 
big financially," said one Genen- 
tech scientist. “That’s why we 
work so hard. That's why we 
want to be here.” 

Prior to last week’s events, 
there bad been signs of problems 
at Genentech. In November Mr 
David Martin, head of research 
and development, resigned sud- 
denly. 

Genentech’s corporate culture 
baa changed significantly since 
the introduction of Activase, 
when the company added manu- 
facturing, sales and marketing 
departments, according to cur- 
rent and forma employees . “It 
used to be entrepreneurial, every- 
body trying to get the job done. 
Now it is a corporation, where 
politics come first,” said a forma 
Genentech manag er who left the 
company last year. 

The deal has 

set off speculation about further 
qrmanHdatkm Jq the US biotech- 
nology industry. Share prices of 
other major US biotech compa- 
nies rose sharply on Friday. 
Cetus was up 8 per cent, Chiron 
XI pa cent ana Amgen 9 pa 
cent. 

. It is not clear, however, 
whether the Genentech deal will 
prompt a spate off biotech take- 
overs. “These things will happen 
from time to time but will be 
relatively rare,” said Robert 
glides, chief executive of Cetus. 

But several industry analysts 
said they expect the Genentech 
deal to spark the interest of other 
large pharmaceutical companies 
in buying up biotech ventures, If 
only to ensure that they are not 
left behind when biotechnology 
products finally take off. 



Election year 
US Budget 
manoeuvres 

By Anthony Harris 

in Washington 


T he enjoyment of pj 

mime, as we all know, 
depends on the willing 
suspension of disbelief. Lose that, 
and you grow up rather sud- 
denly. You see that those grace- 
ful fairies are befog hauled about 
on wires, that the edge of a solid 
castle is fluttering In a draught, 
and that the plot doesn't make 
much sense. 

Washington seems to be in 
something of that mood at the 
moment. President Bush’s first 
Budget last yea got a much bet- 
ter reception than it deserved, as 
his audience willingly accepted 
the wish a the slogan for the 
deed, on a whole range of pro- 
grammes - education, drugs, and 
the environment most notably. 

This yea a rather more honest 
doc ument has been greeted with 
cries of “He’s got it np his 
sleeve!” and “Get off!" The Bud- 
get Director, Mr Richard Darman, 
has moderated his previous opti- 
mism a little, but is accused off 
wishful thinking. The President 
is at once too cautious and too 
unimaginative. 

It would be reassuring to 
report that this more sceptical 
mood indicated a greater realism; 
but in truth it signals little more 
than the resumption of party hos- 
tilities. There is a peace dividend 
- everyone knows this, whatever 
the economists say - and there 
was bound to be a squabble over 
that. What is more, this is a 
high-stakes election yea, and a 
President with such unprece- 
dented popularity must expect 

fltjark 

So we hear that he’s all talk 
mm no do; that the credit fa the 
good news can be divided 
between Mr Gorbachev and ex- 
President Reagan; above all, that 
he is simply out to help his own 
rich kind. In practical terms, this 
doesn’t mean an enormous lot 
Mr Bush has set his heart on a 
cut in capital gains tax; he nearly 
got tt on its own supposed merits 
last yea, but this yea it will 
come with a high political price 
tag. 

Otherwise, however, Mr Bush 
is not presenting much of a 
domestic political target; he is 
simply doing his best to run 
against an unpopular Congress, 
blaming the ffill for the so far 
Invisible impact off his (largely 
empty) programmes to tackle 
education, drugs and the environ- 
ment. A more interesting devel- 
opment is Senator Moynihan’s 
attempt to seize the policy initia- 
tive for Congress by proposing to 


change from a funded to a pay- 
as-you go state social security 
system. 

This move is both smart poli- 
tics - it would lead in the short 
to a really substantial tax break 
for ordinary wage earners - and 
an attempt to introduce some 
gwnirinft reality into a discussion 
which haw SO Car been Hnwiinated 
by fantasy and dread. The fan- 
. tasy has been that the future 
oldege incomes of Middle Amer- 
ica are in fact secured by a trust 
fund; the dread has been off con- 
fronting the extremely powerful 
retired vote with the fiacts. Not 
even the tempting short-term 
rewards may be enough to per- 
suade Congress to expose the 
reality. 

It is hard for a British observer 
to envy the illusions which sus- 
tain this debate. Our own beliefs 
in the funded approach which 
underlay the post-war Beveridge 
scheme were burned up with 
inflation may years ago. Mrs Cas- 
tle introduced pay-as-you-go, on 
the endearing assumption that 
the voters would always be will- 
ing to look after their old folk. 
Then, at the end of the 1970s, 
somebody started doing the 

siring, and annfrhar illusio n wac 
lost. 

In response, Mrs Thatcher 
reduced the choice to the real 
alternatives: you could have as 
much p en«i«n in real terms as 
younger generations were willing 
to vote to pay, and as much 
fixture income as you couM buy 
with your own money. That is 
also, by definition, the genuine 
choice taring the US; but it seems 
impossible to find acceptable lan- 
guage to explain the fact 

E ven those hard ideologists 
of tiie right who have wel- 
comed Mr Moynihan’s pro- 
posal for its self-reliant principles 
are. having difficulty in describ- 
ing what is wrong with the exist- 
ing system. The tax la not 
invested productively, they 
argue; and an attempt to put that 
right would lead to back door 
Ttmtinwnliaatin n. (This Is of course 
nonsense: it would simply bid up 
the price of assets, as similar pri- 
vate arrangements have to do in 

Japan.) 

What they cannot face saying 
is that even if their savings had 
been ideally invested, the retired 
would still be perceived by those 
at work as a burden on the econ- 
omy. That plain arithmetic is 
seen as too plain by half - 
obscene, in short. 


Since they cannot utter this 
plain truth, not even the right 
wingers can readily point out 
that there is no magic in a tax 
which makes a national scheme 
any more reliable than private 
saving and investment in guaran- 
teeing any fixture level of wealth 
or income; and indeed that it is 
probably much less likely to do 
so. Social security revenue is now 
used as a fig leaf to cover fiscal 
irresponsibility, and the system 
will probably make the country 
poorer rather than richer tn the 
lt>ng run. But to admit Hite WOUld 
be a threat to the older voters 
who behave that they have “paid 
for” some guaranteed level of 
real income. 

A s a result of this core eva- 
sion, there is only a muf- 
fled discussion of the real 
economic question: is it true that 
higher saving today will increase 
national income in the future, 
and if so under what rules? And 
Senator Moynihan’s entirely logi- 
cal proposal may well be 
defeated, because its opponents 
will talk off it as “messing about 
with social s ecur i t y. ” I was enjoy- 
ing that dream; how dare you 
wake me? Unfortunately for the 
Americans, this is only one of a 
number of dreams which is end- 
ing a painful awakening. Medi- 
care is now going broke a great 
deal foster than social security 
itself, and will lead to a very 
expensive crisis while Mr Bush is 
still President. 

Thp, ninsinn that tax burdens 
can be avoided by keeping capital 
outlays off-Budget may last a lit- 
tle longer. Above all, the a^dng 
illusion which has been sus- 
tained for several years now that 
it is possible to promote growth 

while fighting inflation, and cut 
taxes while reducing government 
borrowing, may have little life 
left. 

Meanwhile, the private sector 
has its own dreams. There is the 
Wall Street dream that it is possi- 
ble to strip the capital value out 
of a corporation, and still run the 
debt-laden shell as successfully 
as a solid company. There is the 
real estate dream, that even if 
inflation slows, real values nevar 
fell (this is no longer believed in 
the South West, but persists else- 
where). There are all the banking 
dreams, and the fall-back dream 
that all the IbQfes of finance can 
be made painless by insurance. 

In sum, has the American 
Dream itself become what bank- 
as might cal l a moral hazard? 
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PUBLIC expenditure is the 
poor relation of the British 
Budget process. 

Not a single Treasury minis- 
ter or mandarin felt obliged to 
emerge from pre-Budget pur- 
dah last Tuesday to explain the 
details of why a how the state 
will be spending nearly 49 per 
cent . of the nation’s Income 
over the three years iron 
ApriL 

Fa the second year running, 
the Public Expenditure . White 
Papa - once one of the major 
events of the Treasury calen- 
dar - was left to lam unex- 
plained in the in-trays of MPs 
and Journalists. 

On the day of the White 
Papa, a brief three paragraph 
note explained that its 18 vol- 
umes would contain no new 
statement off public expendi- 
ture policy because the 
Autumn Statanent, puWlMied 
in November, was now the 
main vehicle fa announcing 
overall public spending plans. 
The nearest that officialdom 
has come to a discussion on 
public expenditure policy is a 
short essay on the changing 
pattern off spending over the 
post 10 years in the latest issue 
of the Treasury's Economic 
Progress Report, published 
today. 

Ev ents in the UK were In 
marked contrast -with- those ox 
the other side of the Atlantic. 
With much fanfare, the US 
administration last week, initi- 
ated what ..will be many 
Twmfhfi of debate on spending 
policy and detail when it 
uaveued its Budget proposals 
for the 1991 fiscal year starting 
next October. . 

No one would cfefrn that the 
US system, -with its bargaining 
and pork barrel politics, is an 
ideal way of establishing prior- 
ities in public spending; But 
neither is the lads of debate on 
public expenditure in Britain. 

Mr Christopher Johnson, 
Chief Economic Adviser of. 
Lloyds Rank, argues that the 


British system lacks a mecha- 
nism for reviewing priorities 
and involves an insufficient 
qualitative assessment of value 
for money. 

Mr Johnson, who advises the 
House of Commons Treasury 
and Civil Service Committee 
on public spending issues, also 
complains that tt is. increas- 
ingly difficult to interpret the 
information the Government 
supplies. ' " 

It is impossible, fa example, 
to work .out real, inflation-ad- 
justed spending levels in the 
various departments because 
the Government does not, as a 
rule, disclose the differing 
inflation . rates ' for health, 
defence, transport and the rest 

An added complication from 
this- April will be the decision 
to exclude self-financed local 
authority expenditure from the 
Government planning total. 

This wnakflg >nropiHTtef»WB diffi- 
cult.' - 

The British haMt of splitting 
the Budget; with the revenue 
raising half in March and the 
spending half in November, 
does nothing to aid under- 
standing: Whereas Am e ri c ans 
appear obsessed with 
their gove rnm e n ts spend 
their “tax dollars,” the average 
Briton seems not to link taxa- 
tion and public spending. 

A mare serious failing is the 
method of determining depart- 
mental spending totals. The 
public expenditure round 
pitches individual ministers 
against the Chief Secretary off 

ComtS^^Smost months 
to November each year. 

The discussions are carried 
out behind a vefl of secrecy, 
pierced only by self 
leaks from the various 
ing departments. According to 
Professor Alan Budd, economic 
adviser of Barclays Bank, the 
system militates against intelli- 
gent changes in spending strat- 
egy. Priorities depend on how 
for individual ministers suc- 


ceed in pressing their individ- 
ual cases against the Treasury. 
The able civil servants of the 
Treasury are the only ones 
with an overview of what is 
happening to the departmental 
bids, and their training is 
always to say no to increases. 

The Government is hardly 
involved in the process: the 
toll cabinet discusses the out- 
line of the spending plans in 
July and briefly before disclo- 
sure in the Autumn Statement 
in Novemba. 

If the Autumn Statement 
were the beginning of a serious 
debate on spending priorities, 
there would probably be less 
cause for concern. But last 
week's White Paper showed 
that public spending plans, 
once mririal , are only changed 
at the marg in. 

There are some sound rea- 
sons for such immobility. The 
inflationary experiences of the 
1970s put cash planning and 
firmness at the centre of public 
spending. But senior back 
benchers say that the interest 
in debating public spending 
issues to the House of Com- 
mons is very low, suggesting 
that a parliamentary counter- 
balance to Treasury rigour 
be missing 

way forward may be to 
mate the entire public expen- 
diture debate more accessible. 
Next year, as part of a plan 
promoted by Professor Andrew 
Liirierman of the London Busi- 
ness School, the White Papa 
will be replaced by departmen- 
tal annual re p or ts . 

Diverse reports will not pro- 
vide a strategic overview of 
public spending. But if they 
are interesting and intelligible, 
unlike the dry and complex 
fore served up in last week’s 
White Paper, they may prompt 
more people to ask what really 
Is happening to the taxpayer's 


Peter Norman 


THIS WEEK 


THE US continues to dominate 
tiie economic scene with the 
release of the December pro- 
ducer price indices on Friday 
and a round of Treasury bond 
auctions that will test Jap&r 
hese Interest to the Treasury 
market. 

Analysts are expecting a 
shock from the producer price 
figures, principally as a conse- 
quence of the fierce cold spell 
that has raised seasonal food 


US producer 
prices 


Monthly percentage change 
1.2! 


The freeze is expected to 
have a sharp impact on the 
index, which includes energy 
and food. 

This index showed a 0.4 pa 
cent rise in December, an 
increase which did not reflect 
the surge in demand for oiL 
The market is looking for & 
s ubstantial increase of L2 pa 
cent in the inclusive index, 
while the index egteiwiMng food 
and energy is expected to show 
a more modest rise of ojs pa 
cent. 

Also in the US is the quar- 
terly refunding and three Trea- 
sury note and bond auctions. 
(On Tuesday, of three-year 
notes; Wednesday, off ten-yea 
notes, and Thursday, of 30-year 
bonds.) 

Both bond and equity mar- 
kets are waiting to see whether 
Japanese investors will stay 
away. If he does, the bond auc- 
tion could meet an unrespon- 
sive and nervous market, espe- 
cially in the wake of the 
unsuccessful auction of Resolu- 
tion Funding Corporation 
bonds. 

Losses sustained to the Ja 
nese bond markets 
investors to realise profits on 
other major markets. 

On Tuesday, the Federal 
Open Market Committee - the 
Federal Reserve's chief policy- 
making — meets, tt baa 
been expressing growing con- 
cern about the results of the 
Fed's anti-inflation strategy. 
Some analysts are expecting 
the FOMG eventually to sanc- 
tion lower interest rates - 
though not at this week's meet- 
ing. 

This would toad to a rally to 
the US bond market, as it 



1989 


would give an incentive for 
yields to continue rifteHwmg- 

In the UK, attention is focus- 
ing cm Thursday's publication 
of the Bank of England’s Quar- 
terly Bulletin, which will be 
scorned for dues about mone- 
tary policy. 

The main domestic events 
are the final estimate of retail 
sales, credit business, and 
ho using start* and completions 
tor December, all out on Mon- 
day. 

The retail sales figures 
should confirm there was a 
rise in consumer spending 
before Christmas. 

In December, there was a 
large rise in provisional retail 
sales of 2.1 per cent, leading 
analysts to expect a slight 
downwards revision in the 
final figure. 

Other events and statistics 
(with consensus figures from 
MMS fatgmfltinnal, the finan- 
cial research company, in 
brackets) include: 

Tuesday: France, industrial 
production figures for the third 
quarter. West Germany, unem- 
ployment «nd employment fig- 
ures, December. 

Wednesday: US, consumer 
credit, December. (93bn). 10- 
year Treasury note auction. 
DK, family expenditure figures. 

Thursday: UK, Bank of 
England Quarterly Bulletin. 
US, jobless daimiL 

Friday: US, producer prices 
for January. 



This amxHincgmffrt appears as a matter of record only. 

General 
Portfolio 

Credit Lyonnais Securities 

acted as financial adviser to 
General Portfolio Group PLC 
in the raising of up to 
£106 million 
of new equity capital, 
and the offer from 

Groupe des Assurances Natkmales. 

These arrangements placed an initial value 
on General Portfolio's enlarged share capital 
of £289 million. 



Cr§dit Lyonnais Securities is a trading name of 
Laing & Cruickshank, a Credit Lyonnais Group Company, 

February 1990 
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INTERNATIONAL CAPITAL MARKETS 


INTERNATIONAL BANK LENDING 

Troubled times for 
property financing 


INTERNATIONAL BONDS 


Italian bond issues are no longer just a family affair 


TRYING TO structure a UK 
property financing In these 
uncertain times can be a tough 
proposition. Not only are 
banks shrinking from lever- 
aged buy-outs- on both sides of 
the Atlantic, but high UK 
interest rates are some 

of them chary about increasing 
their exposure to propert y in 
London. 

Citicorp will find out just 
how chary as it syndicates 
loans which are fmanrip g the 
£258m takeover last August by 
JMB Realty, the big Chicago- 
based real estate concern, of 
Randsworth Trust, the UK 
property investment company. 

JMB Realty originally took a 
bridging loan from Citicorp to 
finance the deal and repaid it 
in December. 

In its place, Citicorp pro- 
vided a senior loan facility, 
which has already been drawn 
on, white JMB retained itself 
and placed with other institu- 
tions a total of £35m in equity 
in Randsworth and a farther 
£95m of unsecured subordi- 
nated notes. 

The secured revolving credit 
facility, with a final maturity 
of December 1996, is of a maxi- 
mum £260m and is divided into 
two parts. The first element 
consists of £130m in senior 
debt secured on properties 
where there is a maximum 
ratio of loans to value of 60 per 
cent. The second tranche is 
split into two, part of which 
carries a 60 per cent loans-to- 
value ratio and the rest a 75 
per cent ratio. 

T-nans in either tranche with 
a 60 per cent loans-to-value 
ratio carry an interest rate 
above London interbank 
offered rates of % percentage 
point. Those with the 75 per 
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cent ratio carry an interest 
margin of IK points. 

The properties, which are 
mostly in the west end of Lon- 
don including, for example, the 
Deny and Toms building in 
Kensington, will be revalued 
annually, although either the 
borrower or lender can insist 
<m valuations at other times. 

The loans-to-value ratios win 
Umit the borrowing under the 
facility initially to about 
£200m. If the valuations 
increase, the borrowing, will be 
able to expand. If they fall then 
the borrowings will shrink. A 
commitment fee of % per emit 
is payable whether the loans 
are available or not In the sec- 
ond tranche, about 65 per cent 
of the loans would currently 
fall within the 75 per cent 
ratio, but not within the 60 per 
cent ratio. 

About 80 per cent of the 
properties in the portfolio are 
being held far investment, the , 
remainder being mixed ' 
between development proper- 
ties and for trading. Banks 
Invited into the transaction 
can participate in one or both 
elements. 

Citicorp Is hoping that the 
name of the sponsor, JMB 
Realty, the relatively conserva- 
tive loans-to-value ratios and 
the fact that the west end of 
London has been fairly well 
insulated from the difficulties 
becoming apparent further 
east, will ensure the deal meets 
a positive response. 

In the latest of a series of 
deals, National Westminster 
Rank is raising ' fluids for a US 
company, this time the Dallas- 
based housebuilding concern 
Centex Corporation. The 
£lO0m revolving credit carries 
a three-year maturity, but 
other terms have not yet been 
disclosed. 

A £150m facility far Meyer 
International was increased 
last week to £18Qm after sub- 
scriptions of £21fim in syndica- 
tion. 

Signed was a DM750m facil- 
ity for Hoesch of Dortmund, 
with a syndicate of 38 Euro- 
pean banks led by Deutsche 
Bank Luxembourg. 

Yaznaichj International has 
arranged a $50m Eurocammer- 
dal paper programme for NMP 
International finance (Nether- 
lands), a wholly-owned subsid- 
iary of Nippon Meat Packers. 


IN James Buchan’s novel, 
Davy Chadwick, the protago- 
nist's father makes his money 
in Italian Bots which he 
describes jokingly as, "a Trea- 
sury bill, issued in praftision 
by a spendthrift state, and car- 
rying a very high yield." 

The Italian government bond 
market has been seen as a joke 
. by foreign investors, with most 
issues bought by families and 
held until maturity- However, 
there are signs of the world’s 
third largest government debt 
market - after the US and 
Japan - becoming more acces- 
sible to funds from abroad. 

A striking sign of a growing 
foreign interest In Italy is the 
huge flow of cash into Eurollra 
bonds in the past year. A 
L125bn Issue of bonds for 
Exxon Capital Corp on Thurs- 
day was the latest in a rash of 
strong corporate names to tap 


the market, where new-issue 
activity rose about four times 
last year to 30 new issues. 

As Eurolira market liquidity 
deepens, it attracts more for- 
eign investors, particularly 
retail customers. Indeed, the 


Italian 4-year bond yields 


retail customers. Indeed, the 
queue to issue new bonds, 
which is imposed by the Bank 
of Italy, is already foil until 
March, with Eurafina expected 
to be the n ex t bin issuer. 

The return of fiscal disci- 
pline to the Italian Treasury 
has sparked a growing interest 
in the bond markets. The entry 
cf the lira into the narrower 
£25 per cent band of the Euro- 
pean Monetary System at the 
beginning of the year the 
It al ian Government to stricter 
monetary targets . 

Furthermore, Italy has been 
tidying up the technical side of 
its public sector debt market in 
the past few years, which win 



help make it more acces si ble to dealers obliged to make a mar- 
foreigners. The secondary mar- ket in seven issues, 
ket fear bonds is now, for exam- Foreign i n vestors are faced 
pie, operating on an entirely with a plethora of Issues in the 
automated trading and settle- lywut market as. In 

meat system with 20 primary past, the Treasury chums out 


a huge variety of mainly 
short-term instruments. - 
wismy of which are . floating- 
rate notes. The average matu- 
rity of Italian debt is 2V4 years 
to a market which has SCOQbn 
of debt outstanding. 

- However, in the last two 
years the Government has 
turned towards issuing fixed 
income bonds with longer 
maturities. 

A c u r re n t benchmark Is the 
new BTP bond, issued this year 
and which matures in 1994 
with a yield of more than 12 
per cent - offering a real 
Interest rate of about 6 per 
cent. The Government Is 
looktog to issue bonds with 
longer maturities^ when the 
market allows. 

Italy’s shorter-term instru- 
ments — 8— month, 6— month 
and 9- month Treasury bfils - 
will probably be of little inter- 


est to overseas invest o r s who 
would he advised to put their 
cash into money market 
instruments. 

For investors willing to take 
the plunge, the Italian fixed- 
rate bond market offers real 
opportunities. Some brokerage 
firms compare it with tire level 
of development of the French 
market to 1984, before the Gov- 
ernment began a series of bond 
market reforms. 

The Italian Government Is 
extending its bond market lib- 
eralisation to the Eurottra sec- 
tor as well as the gov ernm ent 
market. The development of 
the Eurolira’s foil potential is 
hampered at present by the 
inability of companies resident 
in Italy to issue bonds and the 
mattractiveness of the bonds 
to Italian resident investors. 

Deborah Hargreaves 
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Stephen Fidler 
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SPEYHAWK PUBLIC LIMITED COMPANY 

£120,000,000 

Revolving Credit Facility 


All of thgc Securities haring; been sold, thaanno anc emcnt appears aa a maccr of record only. 
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28,750,000 Shares 


The New Germany Fund, Inc. 


Common Stock 
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Credi tanstai t- Bankverein 
Kansallis Banking Group 
The Royal Bank of Canada 
Yorkshire Bank PLC 


Managers 

Banco Hispano Americano Ltd. Bank fur Gemeinwirtschaft AG, London Branch 

Banque Nationale de Paris p.i.e. The Fuji Bank, Limited 

Istituto Bancario San Paolo di Torino, London Brandi 

Agent Bazik 

Barclays Bank PLC 


Smidh Barney, Harris Upham Sc Co. 

IncotparauK! 


Bear, Steams & Go. Inc. 


Dillon, Read & Co. Inc. 


Kidder, Peabody & Co. 

locnrpoated 

Morgan Stanley Sc Co. 

Incorporated 

Shearson Lehman Hutton Inc. 


Dean Witter Reynolds Inc. 


The First Boston Corporation 
A. G. Edwards & Sons, Inc. 


Lazard Frferes & Co. 


Prud en rial - Bache Capital Funding 


Alex. Brown & Sons 

laooiporacod 

Goldman, Sachs & Co. 
Merrill Lynch Capital Markets 


Salomon Brothers Inc 


Wertheim Schroder & Co. 

IncorpwiMd 

AmhoJd and S. Bleichroeder, Inc. 


Advest, Inc. Dam Bosworch Gruotal St Co., Incorporated Ladenburg, Thalmann & Co. Inc. 

InaxporwKf 


C J- Lawrence, Morgan Grenfell Inc. 


Rotan MosZe Inc. 


Neuberger & Berman 
Scifel, Nicolaus & Company 

Incorporated 


Piper, JafEray Sc Hopwood 

JoBotpon m ed - 

Sutro Sc Co. 
Ineorparutd 




: 

: 

^’ 1 : ' ' ; 


c - ■ 









FINANCIALTIMES MONDAY FEBRUARY 5 1990 


19 


INTERNATIONAL CAPITAL MARKETS AND COMPANIES 


its 

& 

St? 

Uiac n S 

ass 


ft 58 

sis!?' 

ag? 




(5 

h 


• |fT»! 3 

■ ~V Ktgxni 
“ - W ' Setm'-r; 
» - 

• ai;s?.. 

re- 

*»■• ?rs : 


Mexican 
group issues 
fixed-rate 
Eurobond 

By Stephen Fkfler, 
Euromarket Correspondent 

MEXICO’S largest cigarette 
manufacturer, the Monterey- 
based Empresas La Modena, 
has issued a fixed-rate Euro- 
bond, one of the few fixed-rate 
issues to be issued by a Mead- 
can private sector company 
since the country hit foreign 
debt problems in 1982. 

Ihe issue, a 565m issue with 
a 2%-year maturity, carries a 
13% per cent coupon and a 
95.49336 issue price to yield 
16.37 per cent. The proceeds 
win be used to- refinance the 
company's repurchase last 
November of 45 per cent of its 
shares owned by- Westminster 
Tobacco, a subsidiary of JBAT 
of the UK. 

Bear Stearns, La Modenufs 
financi al adviser, also acted as 
a placement agent for the. 
notes, which it said had been 
placed not only with Mexican 
investors but with investors in 
Europe. There was some inter- 
est from disaffected junk-bond 
investors, officials sai d - 
The last such issue for a 
Mexican company was a tl50m 
deal last October far Sun Belt 
Enterprises. - 

• A new West German federal 
government bend issue; which 
overshadowed the bund mar , 
ket for much of last weds, 
received an enthusiastic recep- 
tion on Friday, when the 10- 
year issue was launched with a 
7% coupon and priced at par. 

There had been fears the 
price could be as high as 

100.50. 

However, other recent medi- 
um-term bunds fall by about 20 
pfennigs in Friday’s trading, 
partly due to switching to the 
new iBsue. 

• The Hong Kong arm of 
China International Trust and 
Investment (Citic) has denied 
speculation that it did not have 
its Peking parent’s approval to 
buy a 20 per cent stake in 
Hongkong Telecomnnmica- . 
(ions from Cable & Wireless of 
the UK, Reuter reports. 

Mr Larry Tung, managing 
director of the Hong Kong unit, 
said: “We have been negotia- 
ting with C&W for about one 
year. It’s an investment of 
more than HKSiObn; how can 
we make it without the con- 
sent of the authorities con- 
cerned?" 


Nippon Life to acquire 
4% stake in Spain’s BBV 


By Peter Bruce in Madrid - 

NIPPON -LIFE, the world's 
largest' insurance company, is 
to take a stake of nearly 4 per 
cent in Banco Bilbao Vizcaya 
(BBV), Spain’s largest commer- 
cial bank, to become the sec-’ 
ond big .Japanese financial 
Institution- to agree in the last 
eight months to buy into a Mg 
Spanish hank. 

Last July Nomura, the secu- 
rities house, spent 29&5m buy- 
ing a 1.5 per cent share in 
Banco Santander and 10 per 
cent of Santander's investment 
bank. Banco Santander de 
Negocios. Nippon Life will 
reportedly pay more than 
5250m for its investment in 
BBV. 

BBV owns two of Spain’s 
biggest domestic insurance 
companies, JSuroseguros and 
Plus Ultra, but it is undear 
whether they will collaborate 
with Nippon life in the small 
but growing Spanish insurance 
market. However BBV will 


help build an investment 
portfolio far Nippon Life in 
Spain. 

The prospective Japanese 
partner is, in turn, sponsoring 
BBYs efforts to be quoted on 
the Tokyo stock exchange, and 
a flotation of BBV shares in 
Japan Is likely later this year. 
Banco Santander, which this 
weekend revealed it had 
become Spain’s second-largest 
bank with assets totalling 
PiaiSOQfcn ($41bn), began quot- 
ing in Tokyo last mo nt h. 

Spanish banks have had 
some difficulty getting on to 
the Tokyo bourse because of a 
succession of banking scandals 
in Spain. Nippon Ufa’s agree- 
ment to buy into BBV is all the 
more remarkable as it comes 
just after a searing boardroom 
dispute at BBV over a new 
president 

Although this row had little 
effect on BBV*s 1989 results, 
figures published late last 


week suggest the bank - 
resulting from a 1988 merger of 
Banco de Bilbao and Banco de 
Vizcaya - is having trouble 
finding its feet The 15.5 per 
cent increase in consolidated 
group pre-tax profits for 1969, 
to Ptal4ibn, is the lowest of 
the four big hariks that have 
reported so far. 

At the weekend Banco 
Espanol de Credito (Banesto) 
reported a 2037 per cent gain 
before tax to Pta48bn far the 
bank alone, but has yet to pub- 
lish consolidated data. Provi- 
sions amortisations were 
Pta49.52bn against Pta71.75bn 
in 1388. 

Banco Popular, the smallest 
of Spate's “big seven” commer- 
cial hantra, lifted consolidated 
pre-tax profits by 20 per cent to 
Pta57bn and Santander, 
boosted by its acquisitions 
abroad, has reported a 28 per 
cent rise in consolidated pre- 
tax profit to Pta£L2bn. 


Swiss engineers see profit rise 


By John Wicks in Zurich 

TWO Swiss engineering 
companies, Sulzer Brothers 
and Georg Fischer, expect to 
report substantial rises In 
earnings for 1389, while a third, 
Saurer Group, has expressed 
optimism lor 1399. 

Sulzer forecasts a “substan- 
tial” increase in group earn- 
ings in the past year. In 1388 
consolidated net profits rose 3 
per cent to SFr79m ($S2.6m), 
permitting payment of an 
unchanged parent- company 
dividend of SFrllO per share. 

New-order volume increased 
by 20 per cent to SFt&7bn. 

Business is said to have been 
good in medical technology, 
plant and building services, 
paper machinery, pumps and 
thermal turbo- machinery. 

For the current year Sulzer 
plans an 18 per cent increase in 


investment and research 
spending to SFr295m and 
SFr252m respectively. 

Apart from projects in Swit- 
zerland, a major expansion 
venture will involve the Sulzer- 
medica (formerly Intermedics) 
subsidiary in the US. 

Georg Fischer expects a 
“marked rise” in group earn- 
ings far the past year. This 
would follow an increase of 42 
per cent in consolidated profits 
to SFr50m in 1988. 

The Schaffhausen-based 
company says group sales 
advanced 12 per cent in 1988 to 
SFt2£bn. Sales volumes were 
up for all four divisions - 
foundries, piping systems, 
manufacturing technology and 
plant engineering. - apart 
from a positive influence from 
the strengthening of foreign 


currencies. Orders rose 15 per 
cent last year. 

Saurer, which has gone 
through radical restructuring 
in connection with the divest- 
ment of its loss-making com- 
mercial-vehicle operations, 
now expects a further “consid- 
erable” growth in both sales 
and earnings for 1390. 

An important contribution 
will come from the takeover of 
the Denver-based company 
Melco Industries, a leading US 
maker of embroidery 

marhines, 

Most of the group’s 1989 
expansion came from its 
operations in the field of textile 
machinery, surface metallurgy 
and plastics technology. It is 
building up activities in com- 
puter teleco m rniminatinna jmri 

zip-fastener technology. 


New chief for troubled Campeau stores 


MR Allen Questrom, chief 
executive of the Nefrnan Mar- 
cus department store chain, is 
the new head of Federated 
Department Stares and Allied 
Stores, the two US retailers 
owned by Campeau Corp and 


now operating under Chapter 
11 of the US Bankruptcy Code, 
Reuter reports. 

Mr Questrom, who only a 
week ago denied his interest in 
the post, will assume bis new 
position immediately. He will 


join Mr James Zimmerman, 
president and chi ef operating 
nffirer of Federated and Allied, 
in forming the top manage- 
ment team of the $7.5bn Feder- 
ated Stores (FSI) department 
.store group. 


Accor buys 
10% of 
HK hotel 
company 

By John Elliott 
in Hong Kong 

ACCOR, the French hotels 
group, has acquired a stake of 
about 10 per cent in Mandarin 
Oriental International, the 
Hong Kong-based luxury hotel 
company which is part iff Jar- 
dine Matheson group. 

It bought the shares on the 
open market for about 
HK$370m (US$47.4m) and is 
looking for ways for its Sofitei, 
Novotel and other hotel com- 
panies to co-operate with Man- 
darin. 

“We do not intend to try to 
take over Mandari n," Mr Phi- 
lippe Lamy, Accor’s Hong 
Kong-based Asia development 
director, said yesterday. “Man- 
darin has strong assets and it 
is a good investment. But 
maybe there are things we 
could do together because 
Mandarin has wanted to 
expand into Europe and we are 
expanding in Asia." 

Along with other leading 
companies in the Jardine 
Group, which is controlled by 
the London-based Keswick 
family. Mandarin is Incorpo- 
rated in Bermuda. There have 
been rumours that it might be 
sold by Jardine, which has a 
48 per cent stake through Jar- 
dine Strategic. 

Jardine said yesterday it 
was one of the group’s core 
businesses and was not for 
sale. There had been no coop- 
eration talks with Accor. 

The flagship hotel is Hong 
Kong’s Mandarin Oriental 
which has been hit by a 4 per 
cent drop in the colony's tour- 
ist arrivals last year. 

Mandarin h*« failed fa. the 

past to rJInrh plans 

for international expansion 
beyond its other hotels In 
Macao, Bangkok, Manila, Jak- 
arta and Singapore. Now it is 
focusing on Asia and six 
months ago it announced new 
plans for hotels in Kuala Lum- 
pur and New Delhi. Interim 
profits after tax far the first 
half of last year totalled 
HK$19&4m, 31 per cot up on 
the same period In 1988. 

Accor’s intenirt^nwl wrpan. 

gfan plane outside Europe are 
mnfw i tyi tH in Mr Lamy 

said it planned to have 36 Asia 
hotels open by 1992, most 
involving equity stakes, com- 
pared with 12 now. 


Michelin reviews spending 
as motor industry slows 


By George Graham in Paris 

MICHELIN, the world’s leading 
tyre manufacturer, is planning 
an across-the-board review of 
its investment plans in the face 
of expected weak demand for 
its products. 

The French company said 
the tyre market was faring a 
spell of low safes, with the car 
industry slowing down from 
the second half of last year in 
the US and poor prospects fa 
Europe. 

Michelin had decided to 
maintain its stocks in 1990 at 
the same level as last year, and 
would put off all non-essential 
investment plans, as well as 
paying particular attention to 
cost controL 

The company, heavily 


indebted since its $L5bn take- 
over of Uniroyal Goodrich last 
September, still expected 
results for 1389 to be around 
the same level as 198S’s 
FFr2J37bn ($415m). 

Mr Thierry Huon, analyst 
with Patrick du Bouzet, the 
Paris stockbroker, said he 
expected earnings to be much 
the same as last year, exclu- 
ding exceptional profits. He 
added th ^fr Michnlfa would be 
less affected than its rivals by 
the downturn in the car mar- 
ket because of its strong posi- 
tion in the replacement tyre 
market 

Based in Clermont-Ferrand 
in central France, Miwheitn h qp 
controlled an estimated 2L5 


per cent of the world tyre mar- 
ket since the acquisition of 
Uniroyal Goodrich, the second 
largest US tyremaker. 

Its position in the market is 
ahead of Goodyear and Brid- 
gestone/Firestone, with about 
17 per cent each. 

Michelin has increased its 
sales of tyres far original fit- 
ting to General Motors, at the 
expense of Firestone, now con- 
trolled by Bridgestone, the Jap- 
anese company. This meant it 
was, on occasion, short of tyres 
for the more profitable replace- 
ment market so a downturn at 

GM and other carmakers 
would leave Michelin with 
room to switch safes to replace- 
ment outlets. 


Raider alters Lockheed tactic 


By Roderick Oram in New York 


MR Harold Simmons, the 
Dallas corporate raider, has 
said in a regulatory filing he 
might try to win control of the 
board of Lockheed, the US mili- 
tary aerospace group he has 
been stalking for more than a 
year. 

He had said previously be 
was only accumulating stock 
as an investment. He and com- 
panies he controls recently 
increased their stake to 1&94 
per cent from 27.9 per cent 

His change of tactics catm> 
after Lockheed turned down 
his request to name six of the 
company’s 15 directors and for 

the riinanning of the co mpany 's 
poison pill anti-takeover 


defence. The rejection came fa 
a meeting Mr Simmons had 
last Wednesday with Mr Dan 
Tellep, Lockheed’s chairman, 
and Mr Vincent Marafino, vice 
chairman. 

Mr Tellep said in a statement 
on Friday: “Mr Simmons 
offered no plans or proposals 
other than his requests con- 
cerning board representation 
and the shareholders’ rights 
plan.” Lockheed was unable to 
determine Mr Simmons’ 
broader intentions, he added. 

Wall Street has the same 
problem. Mr Simmons has pul- 
led off some notable victories 
in his career as a corporate 
raider. His style is the long 


game which leaves arbitra- 
geurs and investors confused. 

Only last week, for exam ple, 
be launched a bid for Georgia 
Gulf. However, he might only 
be trying to force the chemical 
company to improve the terms 
of the onerous recapitalisation 
it had proposed to evade biro. 

Analysts think Mr Simmons 
might be playing the same 
game with Lockheed. 

They think he is showing a 
loss on his share stake so he 
might be trying to force 
Lockheed into an action, such 
as a share buy-back, to drive 
up the stock price to the point 
where he can unload at a 
profit. 


Pathe Communications sells cinemas 


By Alan Friedman in New York 


PATHE Co mmnnfrflHonS . the 
Hollywood film company that 
took over the assets of now- 
defunct Cannon films , has sold 
41 cinemas in the UK and the 
Netherlands to a Dutch invest- 
ment vehicle owned by Fininv- 
est, the master company of Mr 
Silvio Berlusconi, the contro- 
versial Italian commercial tele- 
vision tycoon. 

Pathe, which is controlled by 
Mr Giancarlo Par retti. an Ital- 
ian financier, is to receive 
8233m for 21 cinemas in 
Britain, out of a total of 149 


owned there, and 20 in Hol- 
land. Mr Parretti and Mr Florio 
Fiorini, a Geneva-based Italian 
financier, jointly and indirectly 
control 88J> per cent of Pathe. 

The theatres are to be leased 
back to Pathe so Mr Parretti’s 
company will continue to 
receive benefits from the 
operations. Proceeds will be 
used for expansion. 

Pathe, which is quoted on 
tile New York Stock Exchange, 
suffered a $55m loss in the first 
nine months of 1989 on reve- 
nues of 8276m. In 1988 the 


group, then known as Canno n, 
lost laim on sal es of 8371m. 

Mr Parretti hag faced contro- 
versy in the past; the French 
Government only recently 
dropped efforts to prevent him 
from taking control of Pathe 
Cinema assets based fa Paris 
and related legal proceedings 
in the Netherlands are still 
underway. 

Aside from the Hollywood 
production business, Mr Par- 
retti’s group also controls 
Odeon Television, a private 
Italian network. 
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COMPAGNIE BANCAIRE 
£300,000,000 

Revolving Credit Facility 

er r o ag t d by 

N M Rothschild & Sons Limited 


lead Maatgen 


Crfdir Lyonnais 
London Brae* 

The First National Bank of Chicago 
The Mitsubishi Bank, Limited 
Commerzbank Aktiengesellschaft 

London Branch 

BayeriscHe Vfcremsbank AG 
U n fa* Swell 

Norddeucsche Landesbank Girozemrale 


The Dai-lchi Kangyo Bank, Limited 
Hill Samuel Bank Limited 
The Taiyo Kobe Bank, Limited 


Credit du Nord 
London Bm* 

The Sumitomo Trust & Banking Co., Ltd. 


The Chuo Trust & Ba nkin g Co., Ltd. 
N M Rothschild & Sons Limited 
Sod£d Gtfn£rale 

Loodoa Branch 

Westdemsche Landesbank Girazentraie 

Bank of America NT&SA 
State Bank-of Victoria 


Ca Afa a agtrs 


R trtieip auu 


Duwa Europe Bank pic 
The Sanwa Bank, Limited 
The Sumitomo Bank, Limited 


Bayemche Landesbank Gtrozcncrale 
London Branch 

Yamaicfu Bank (U.K.) Pic 





N M Rothschild & Sons Limited 


trb nu ry. 1990 



5PAREKASSEN 

SOS 

(a tsMoai bank osaMfabed 
rDmi* tanking b») 


¥5,000,000,000 

Floating Rate Notes 
Due 1993 

Notice is hereby given that the 
Rate of Interest for the Interest 
Period from 3rd February, 1990 
to 3rd August, 1990, is 
6.85% per annum. 

Interest payable on 
3rd August, 1990 win amount to 
¥3,396,849 per ¥100,000,000 
principle amount of the Notes. 

* Agent Bank 
The Long-Term Credit Bank of 
Japan, Limited 
Tokyo 


A 


Mitsubishi Bank of Australia Limited 

A$50,000,000 

Floating Rate Notes doe 1991 

Notice .is hereby given thu far the three months in tarsi period 
from 3 1st January, 1990 to 30th April. 1990 the Nous will carry an 
Interest Rate of 16.2142 per annum. 

[merest payable on 30th April, 1990 wiD amount to 
AS1.976.90 per AS50.000 Note. 

The Mitsubishi Bonk, Limited 
London Brandt 
Agent Bank 


SPAIN 

The Financial Tunes 
proposes to publish 
this survey on; 

19th February 
1990 

For a full editorial 
synopsis and 
advertisement details, 
please contact: 

Richard Oliver 
on (Madrid) 577 0909 

or write to him at: 

Financial Times 
Serrano, 58 
28001 Madrid 
Fax; (Madrid) 577 
6813 

Alternatively 

Sandra Lynch 
One Southwark 
Bridge, 

London SE1 9HL. 
on 01-873 4199 
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MACHINE 

TOOLS 

The Financial Times 
proposes to publish 
this survey on: 

19 MARCH 1990 

For a full editorial 
synopsis and 
advertisement details, 
please contact- 

Ian Ely Corbett 
on 01-4573 3389 

or write to him at* 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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AMP (UK) PLC 
£ 525 , 000,000 

Tferm Loan Facility 


Arranged by. Lloyds Bank Capital Markets Group 
and 

Chase Investment Bank Limited 

Provided by: Amsterdam-Rotterdam Bank N.V. 

Commonwealth Bank of Australia 
Credit Suisse 

Deutsche Bank Aktiengesellschaft 

London Brandi 

The Fuji Bank, Limited 
Midland Montagu Corporate Banking 
The Mitsubishi Bank, Limited 
National Australia Bank Limited 
The Sanwa Bank, Limited 
Westpac Banking Corporation 
The Chase Manhattan Bank, N.A. 

Lloyds Bank Pic 


Lionels Bank 
Capital Markets 

Facility Agent F"""™"* GrOUp 
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Gorby rally halts six-week decline Unsettled times likely to continue 


' lint! 1 




IT TOOK another Gorby rally, 
but the US Treasury bond mar- 
ket has finally managed 
its first “up” week of the 
decade after six weeks of 
remorseless decline under pres- 
sure of domestic and foreign 
factors. 

A US television report from 
Moscow that President Mikhail 
Gorbachev was about to resign 
as head of the Communist 
Party sparked a rally of the 
dollar last Tuesday which pul- 
led US long bonds along with 
it. 

Mr Gorbachev swiftly dis- 
missed the report as a scandal- 
ous rumour and the dollar 
retreated, but bonds hung on 
to some of their gains. 

In spite of further buffeting 
later in the week in response 
to US economic news, long 
bonds finished the week frac- 
tionally ahead- 

This minor accomplishment, 
due more to short covering 
thaw renewed investor interest 
in bonds, repaired next-to-none 
of the damage done to the mar- 
ket by inflation worries at 
home and rising interest rates 

aK pyH 


From the turn of the year to 
just before the Gorby rally, the 
price of the benchmark 30-year 
Treasury bond bad declined 
nearly seven points with its 
yield rising some 65 basis 
points to 8.61 per cent 

Worse is the feeling among 
investors and traders that 
nothing in the latest crop of 
economic data or comments 
from Federal Reserve officials 
indicates the market can rally 
00 efpwnmic ftmHgmenfcils in 

the near term. 

Mr Alan Greenspan, the Fed 
chairman, told Congress 
last week that chances of a US 
recession had diminished 
sharply since last spring. 

One Fed measure indicated 
that the risk had dropped to 30 
another to 10 


managers’ survey for January, 
released on Thursday. 

Their composite index 
dropped to 45.2 per cent from a 
revised 46.7 per cent in Decem- 
ber - the original figure was 
48 percent 

With an nyte* figure lower 
t ha n 50 per cent indicating 
slowing growth, bonds might 
have attracted same buying on 
hopes of a fall in interest 
rate. 

But these were nipped in 
the bod by a jump in the pur- 
chasing managers* price mea- 
sure, reinforcing inflation 
fears. 

The week aided on a con- 
fused economic note when the 
market learned on Friday that 

275.000 jobs were created in 
January, some 50 per cent 
more thm forecast 

On balance, job creation 
appears to be trundling along 
at a moderate pace. 

December’s growth was 
revised down to 96,000 from 

142.000 and the January figure 
was distorted by a whole host 
of seasonal factors. 

Warmer weather, for 
example, accounted for a 

104.000 jump in construction 
jobs after a 50,000 decline in 
December. 

The market feces three main 
events this week - a meeting 
of the Federal Reserve’s poli- 
cy-setting open-market com- 
mittee, the Treasury refunding 


and an horrendously big jump 
in the producer price Index. 


in the producer price I n d e x . 

The first should miring no 
surprises, the second wiQ be 
dogged by uncertainties and 
the third should be dismissed 
as an aberration. 

Not to be outdone by Mr 
Greenspan’s extensive com- 
ments to Congress, most of the 
other Fed governors have been 
busy speaking their minds of 
late. 

Thus the markets are in no 
doubt that the FOMC, more 
concerned about inflation than 
recession, is highly unlikely to 
ease monetary policy at its 
two-day meeting starting 
tomorrow. 

Fed funds, a key to other 
Interest rates, will stick at &25 
percent 

But *i™ is the FOMCs most 
important meeting of the year. 
In addition to its review of 
monetary policy, it win assess 
the two-year forecasts of the 
central bank's staff and set 
lo ng-ter m monetary and credit 
targets. 

“This year, an the drama of 
the meeting has been 
removed,” Mr Brian Fabbri, 
chief economist of Midland 
Montagu, says. 

In contrast to previous Fed 
boards, this one has .become 
quite vocal for good reason. 

“Public statements by Fed 
officials remove the uncer- 
tainty surrounding Fed ded- 
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sions and help forge market 
psychology. 

“They also defuse Congres- 
sional attempts to legislate 
more public disclosure. As a 
result the financial markets 
have already concluded that 
the chances of a change in 
monetary policy at this meet- 
ing are very small. 

“Therefore, too, the Trea- 
sury’s quarterly refunding can 
be auctioned In a more static 
monetary envir o nm ent" 

As for this year’s monetary 
targets, little change from last 
veal’s is expected. 

The Fed set a 1986 growth 
range of 3 to 7 per cent fix- M2 
and to 7.5 per cent tar M3. It 
is likely to reaffirm them or 
reduce one or both only half a 
percentage point 

The Treasury auctions begin 
tomorrow with the sale of 
$ 10 bn of three-year notes, fol- 
lowed by a like value of 19-year 
notes on Wednesday and 30- 
year bonds on Thursday. 

Given the back up in interest 
rates over the past six weeks, 
domestic Investors should bid 

quite sHi*nlly for thfl 

three-year notes. 

But the going could get a lot 
tougher for the second and 
third anrHfitm if foreign — Le, 

Japan ese - buyers fell to show 
up in strength. 

“The yield spread is quite 
narrow versus Japan and nei- 
ther the bond market itself nor 
the dollar offer super capital 
appreciation prospects as an 
offeet," says Mr Robot Brusca, 
chief economist in the US for 
Mkko Securities. 

“I see near-term risk, 
long-term value. The Japanese 
fiscal year ends in March - it 
may be too close at hand for 
too large a bet to be made on 
the long term.” 

No sooner will the market 
have slogged through the long 
bond auction on Thursday 
than It must cope with an 
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arrange only those mergers that we knc 
ill result in long-term business harmony. 


Think together, grow together 
Think about it. 

Pierre and Marie Curie. Wilbur and 
Orville. Gilbert and Sullivan. 

Irrefutable proof, one and all, that two heads are 
better than one — as long, of course, as they work with 
one another toward their common end. 

At Nikko Securities, we believe that no two 
entities, business or otherwise, should come together 
without common principles and a common vision. 

Which is why all die MScA transactions we’ve 
arranged so far have been friendly in intent. 

All provided mutual benefits in equal measure. 

And all, predictably, have led to af-rf»I<»rated 
growth and sustained business harmony. 


Global connections, total services 

Recently, Nikko put this policy into practice by 
strengthening our own ties with the Blackstone Group 
of New York who, like us, have no dealings with raid- 
ers. And no finanrial buccaneers (or clients. 

UW 9&M Backed also by our 119 branches across 
Japan, M&A teams in almost every office 
SHyllJI in our 19-country network, and 
comprehensive financing services, 

Nikko is positioned now as never before to bring busi- 
nesses together from around the world. 

If you haven’t yet hit the right chords in your 
search for new business partners, it’s time we had a talk. 
It could be the prelude to a great joint performance. 


The Nikko Securities Co, (Europe) Ltd. 

55 Victoria Street, 

London SW1H OEU, United Kingdom 
Tel: 01-799-2222 Telex: 8S4717 


Tte NHcko Securities Co, Ltd. 

3-1, MjraDouchj 3-chamc, 

Qnyoda-ku, Tokyo 100, Japan 
Td: (03 >-283-22 H Telex: J22410 


The Nikko International Network ZURICH GENEVA LUGANO FRANKFURT LUXEMBOURG PARIS COPENHAGEN MILAN MADRID AMSTERDAM BAHRAIN 
NEW YORK SAN FRANCISCO LOS ANGELES CHICAGO TORONTO HONG KONG SINGAPORE BANGKOK SEOUL 

^ v £ US ^‘i m j us by The Nikko Securities Co , Ltd., and his been approved far tbc purpose of stolon 57 of the Financial Services Act 

19S6 by The Nikko Securities Co.. (Europe) Ltd., being an authorized person under die acL 


THE GILTS market, which 
spends much time searching 
for storm clouds, could be bat- 
tening down the hatches in 
just under two week’s time. 

On February 16 the Treasury 
is to announce the public sec- 
tor debt repayment in January 
- a figure that looks likely to 
be low enough for the forecast- 
ers to revise downwards, yet 
again, their estimates for the 
final PSDR for 198990. 

Anxiety was manifest 
throughout the week. Gilts lost 
half a point in response to 
some Inflationary news tram a 
bleak CBI industrial trends 
survey on Tuesday. Rumours 
of Japanese selling also per- 
sisted, aud the benchmark 
Treasury 1003/07 gilt 11% 
dosed on a high yield of 10.86 
per cent 

The market chose to ignore 
Tuesday’s impenetrable public 
expenditure White Paper and 
listened instead to Mr Alan 
Greenspan's comments about 
the US economy. As a result 
gilts had an erratic week as 
they pursued US Treasuries. 

This unsettled state of affairs 
is likely to continue at least 
until the figure for the January 
PSDR makes clearer the likely 
state of the gilts market in 
1990-9L 

The January PSDR could 
show a marked drop on that 
for last year, which was £6£bn. 
This is because the fiypbpqupr 
did not reap its usual tax har- 
vest in January, the month 
when companies traditionally 
pay their corporation tax. 


UK gilts yields 
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Many paid instead in the third 
quarter of last year. 

Exchequer transaction flows 
- together with the admission 
from Mr John Major, the UK 
Chancellor, of a «n«Tipr PSDR 
this time round. - . are giving 
preliminary evidence that tax 
receipts have been unexpect- 
edly and exceptionally low. 

The erosion of the January 
surplus might be made more 
severe by heavier-than-usual 
public spending by the local 
authorities public corpora- 
tions. Economists’ forecasts 
depend on their monitoring of 
Exchequer flows in the money 
markets and assumptions 
about the other elements of 
public, spending. ... 

The worst scenario comes 
from Warburg Securities. It 
thinks the January PSDR will 
fell to £L5bn, resulting in a 
final year outturn of STbn or 


possibly less. This refinement 
of work done a week ago has 
since been partially endorsed 
by other analysts. 

With a £7bn PSDR there is a 
possibility the B ank of 
England could become an 
issuer o t gflts again. Ibis is 
because the number of gilts 
bought in 1989/90 could be for 
greater than the PSDR and the 
surplus would be under- 
funded. The Bank started 1989/ 
90 thinking the surplus would 
be £14bn; this was cut to 
nas hn in the Autumn State- 
ment and now It will even 
undershoot that forecast. 

This scenario, economists 
are saying, has not reached the 
market’s ears. Talk of a tap 
issue - possibly to be 
announced in the Budget — 
could c ause same surprise and 
anxiety. With the Bank’s gilt 
buy-in programme at an end, 
prices may feu and long gilt 
yields could nudge 11 per cent 
or higher. 

This could have a profound 
psychological effect on the 
market Mr Chris Anthony, of 
DBS Phillips & Drew, describes 
the Bank’s presence as a 


“prop* the market will lose if 
the PSDR Bfrrinka as fast as 
economists are predicting. 

He says the Bank as buyer 
encouraged investors to believe 
prices were protected from the 
worst effects of the deteriorat- 
ing economic and political 
background. When the authori- 
ties ftoflyrfimded, there was lit- 
tle risk premium. Changes in 
funding policy, coupled with 


the end of the buy-in pro- 
gramme, have re- intro duced 
the risk premium, driving up 
yields to more “appropriate" 
'levels. 

Before the January PSDR is 
published it is premature to 
speculate much further. Not all 
economists are doomsayers. 
Some say the authorities wm 
happily sit on an underf un d of 
£3bn or so. Al t houg h it w ould 
entail a loosening in monetary 
conditions, the 1990/91 Budget 
surplus might allow it to be 
absorbed in the coming year. 

Mr s tep**™ Hannah, of Nat- 
West Gilts, points out that an 
usderftmd of £3bn w ould sit 
quite nicely with the overfund 
of £L2bn carried over between 
1986 and 1989. “They will wipe 
ttrh other out,” he says. Why 
issue gQts, he adds, if it looks 
likely the PSDR in 1990-91 will 
grow to £9bn again? 

A further consideration must 
be funding policy. The Trea- 
sury is committed to fUll-un- 
funding of the Budget surplus 
or in principle. In prac- 

tice, it has decided it can leave 
sterilising foreign exchange 
intervention for another year. 

The political impact of gQt 
issuance should be weighed up 
before traders sell off stock in 
a knee-jerk reaction to a 
smaller January PSDR. It 
might look as If the Govern- 
ment had lost control of the 
economy if it issued gilts and 
increased debt near to a gen- 
eral election. 




Rachel Johnson 


FT/AIBD INTERNATIONAL BOND SERVICE 


ftOOULFELLEXCCMTEaOOa 952 -A 

SABWA BANK IV 02_. 300 96S ♦*» 

THORN EM 5b 04 


952 SS* — •» -*0.77 

300 ♦»» -18* 

103 U»h +2 . 3J2 



5m? 

Si 3 

««, *4, 

-*• 
-A 
Ob -V. 
•au o 
<ns o 
1001 , 

94% o 

w. o 


W» -•* 
Urn, 

^ ? 
on* o 


"5 ~o 



w 

«*- 


ntf 

•rt« 

«Mk 

yitM 

150 

100 

£5 

s 

892 

89* 

150 

9SV 

o 

8-30 

100 

Wj 

-% 

88b 

iso 

97* 


9J8 

100 

98* 


9.41 

150 

•e* 


872 

100 

95* 

0 

8J5 

100 

94* 

-h 

87b 

100 

47 

-*• 

9.1b 


M 1 

Ct,ow 


med 

•rfca 

M* 

VW 

100 

95b 

-«• 

1L65 

900 

"4 

-V 

1139 

75 

-h 

11.50 

300 

96b 


U.«L 

100 

100 

-h 

12.19 

100 

99 

-V 

12.74 

100 

S'* 


11.9b 

175 

97* 


11.12 

40 

46 


11.69 

100 

93% 

-V* 

11.94 

150 

971, 

■9 

1131 

500 

49 V. 

-*• 

1100 

75 

9BV. 

-*« 

1230 

100 


-H 

UJB 





EURO CC 























21 




HNANCIAL TIMES MONDAY FEBRUARY 5-1990 


r**cljtv '-Si , 

.. * V. 

*he ~ 

&$& 

as*S!V 


UK COMPANY NEWS 


^arriw 

; »; fe 


5va^ 

: •=* H’-^v 

^aiacfc. 

*; 

cs f c - 3“ 1 sfc 

arC c!EC V l 
uf* 

. "«5 Ofc I,, , , 
$??$$ 

V} 

oc. Sj. 

■achel Jo^ 


2 5> 5 ' 


JR £*, 

.'i ii\ H.‘ 1 
K;u 1 < 

?■-:*• } 1 

•••’* *. ■ 
-I 

* 7 

j;: 


biin> 
s-a "f 


•" i:i -i f; 

"n -•• -■' -* 


.1 .". 1 •'. 
\ :■:• ! V 


:> ” ; - *» 
«» ■» ,. 


.'VC J- , ■> -■) 
*.l 1 




1 j 1 ; * •: 

. — e? -.” • 

• . «• j-i -■ *: 

. ~-i J ;:. 7 

• *■* :\ 


l \'-»i !■ 

: i<X ■;* *' 


a' ' 

- JS^I 
^ •: '► 


Pulling out the stops to mount a defence 

Nikki Tait on the workings of the BAT team in its efforts to fight off Hoylake 

A BARE Insight Into the squabble continues over legal repercussions could flow, offered. Some prelim 

workings of a whether further depositions Consideration was then work was done - there i 

high-powered bid should be allowed. iRr >: •" .. . ^WkSSS&iJ eiven to the idea of aeaulring mention of “unbundiim 


A RABS insight into the 
workings of a 
high-powered bid 
defence .team ..are revealed in 
documents filed by BAT Indus- 
tries, the tobacco-based con- 
glomerate which has been 
under bid threat from Sir 
James Goldsmith's .Hoylake 
consortium, with the Illinois 
insurance department 
The documents have come to 
light as a result of the “leaked 
memorandum", concerning a 
meeting of BAT and its advis- 
ers on November 14. The note, 
stolen from one of BAT’S advis- 
ers offices and sent to Hoylake, 
set out various possible 
courses of defensive action — 
ranging- from acquiring a clear- 
ing bank to "greenmailing” 
Hoylake. 

When Hoylake publicised the 
memo 10 days later, BAT 
brushed off the notions as an 
“advisers’ brain-storming ses- 
sion" and said that no further 
action was planned. 

But Axa-Uidi Assurances — 
which has been lined up as the 
buyer of Farmers Group - has 
been permitted to request a 
mass of supplementary docu- 
ments and to depose certain 
BAT executives and advisers. 
The resulting impression is 
very different Not only were 
some ideas pursued into 
December at least, but other 
avenues - not even mentioned 
in the November 14 memo - . 
were also investigated, by the 
conglomerate. 

Even now - despite the feet 
that filed papers extend to 
handwritten meeting notes 
adorned with some intriguing 
doodles - the picture is less 
than complete. Some docu- 
ments (or portions of them) are 
still withheld from view; one 
deposition has yet to find its 
way into evidence; and a 


squabble continues over 
whether further depositions 
should be allowed. 

The purpose of the Novem- 
ber 14 meeting , was set out in 
an. unidentified note to Mr 
■ David Verey , chief executive of 
Lazaxd Brothers, one of BAT’S 
UK merchant banks. “We can- 
not rely on Hoylake/Axa fell- 
ing to surmount US Insurance 
hurdles and moreover cannot 
be certain that plan B will sat- 
isfactorily close the gap," it 
says. 

Plan B referred to the asset 
rilsposate/demerggre pins share 
buy-back programme, 
announced in September. The 
possible additional defensive 
moves were tagged Flan C. 

One idea followed up imme- 
diately was the possibility of 
"developing a financial ser- 
vices business in Europe". This 
led to a Warburgs working 
paper, the draft of which is 
dated November 22, which 
looked at four possible part- 
ners in the insurance area. 
Allianz, tiie German insurer 
which owns ComhiU, and 
France’s Union des Assurances 
de Paris were dismissed. Axa- 
Midi. despite receiving some 
fairly favourable comments, 
was clearly tied up with Hoy- 
lake. 

. The most promising candi- 
date was taken to be Generali 
Lazards, whose French associ- 
ate has often acted for the Ital- 
ian Insurer, was instructed to 
make diplomatic inquiries. The 
mission was acknowledged to 
be delicate given Generali’s 
own substantial shareholding 
in Coznpagnfe du Midi, part of 
the Axa group. 

The documents do not relate 
where this avenue led. But, 
several meetings later, the list 
of potential Euro-partners had 
widened to include the likes of 
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Patrick Sheehy: Sumitomo was 
the favoured name 

the Italian Fondiarla group. 
Union y el Fenix in Spain and 
Credit Commercial de France. 

fioirimarj -Qg^hg meanwhile, 
was looking at German expan- 
sion possibilities. Its conclu- 
sions were not encouraging. 
The market, the investment 
bank- suggested, was highly 
competitive and many alli- 
ances had been made. How- 
ever, it did recommend that 
the state-owned "Landes- 
banks" could offer interesting 
opportunities - notably Weil, 
Bayerische and B«>aiiia’)ii> 
Simultaneously, the US 
insurance situation was 
addressed. At the most basic 
level, Cazenove, brokers to 
BAT, drew up a short-list of 
analysts who could be steered 
towards doing an “indepen- 
dent” assessment of Farmers’ 
worth. This is fairly critical to 
the US insurance regulatory 
proceedings; BAT is arguing 
that Hoylake undersold Farm- 
ers to Axa and that serious 


legal repercussions could flow. 

Consideration was then 
given to the idea of acquiring 
Safeco, the Seattle-based 
insurer. The snags were the 
scant possibility of an agreed 
deal and the problem of 
explaining additional exposure 
to the Californian insurance 
market. The idea seems to 
have been dropped fairly 
speedily. 

But also mooted at later 
meetings was the notion of a 
joint venture with American 

International Group, the large 

New York-based insurer. A1G, 
it was suggested, might be 
Interested in some European 
link-up. 

Meanwhile, the tobacco front 
was not being neglected, 
either. It is dear that BAT per- 
ceives the difference between 
the stockmarket valuation of 
its tobacco business and the 
"private market valuation" as 
a prime factor behind the Gold- 
smith interest. As a result, 
work was undertaken on an 
Intriguing plan for a “lever- 
aged partial disposal" of the 
tobacco interests. 

The idea centred on using 
Brown & Williamson, the US 
tobacco subsidiary, as the LPD 
vehicle. This would borrow 
fends, acquire the other Batco 
ami Ratig tobacco businesses 
for cash, and “upstream" 
money to BAT. A 51 per cent 
interest in the LFD vehicle 
would then be sold to outside 
investors, taking the debt off 
BAT’S balance sheet The pos- 
sibility of distributing equity 
in the vehicle to BAT holders 
was also discussed. 

At the same time American 
Brands, the US tobacco and 
consumers goods group, shot 
into BAT’S sights - largely 
because of the "excellent" fit 
which its Gallaher business 


offered. Some preliminary 
work was done - there is even 
mention of " unbundling " the 
insurance interests to Axa - 
but again the deposition of 
BAT chairman, Mr Patrick 
Sheehy, m a ke s dear that this 
was not a suggestion pursued. 

Two ideas never came to 
light in the leaked memo. The 
first was the "Smith Kline 
Beckman" option - presum- 
ably the pursuit of a friendly 
partner with which a merger 
might be contemplated. Shear- 
son Lehman was dispatched to 
do a trawl of companies capi- 
talised at over £5bn. 

The second concerned possi- 
ble Japanese involvement in 
the BAT situation. Two 
approaches were logged by 
Shearson from Japan Tobacco, 
which controls a majority of 
the Japanese tobacco market, 
offering help to see off Hoy- 
lake, and the bankers were 
requested to investigate. 

More generally, the notion of 
persuading Japanese investors 
to take anything from 10 to 30 
per cent of BATs equity was 
advanced. According to Mr 
Sheehy, Sumitomo - with 
which BAT has significant 

pnmmwrlijl linlrR — W8S ^ 

favoured name. 

Where all this has led is any- 
one’s guess. BAT, predictably, 
has downplayed any repercus- 
sions; Bat when Mr Sheehy 
was asked that question three 
weeks ago, his lawyer speedily 
intervened, instructing him 
not to respond. 

“I know you are very ner- 
vous about something," 
suggested Axa’s lawyer. “I am 
not nervous about anything,” 
came the reply. "You are not 
entitled to inquire into what- 
ever BAT Is thinking in con- 
nection with your client’s offer. 
Period." 


Revamped Buckingham turns in £5.4m profit 


TODAY . 
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THE revamped and expanded 
Bucking ham International 
m^ A» a pre-tax profit of £5.41m 
in the year ended October 31 
1989 and “is well an the way to 
becoming an international 
hotel and leisure group", 
.according to Mr Nick Jivraj, 
the chief e xecu ti ve. 

In the years 198&B8 the old 
group mrrmeri fosses totalling 


£1.65m, of which £320,000 
related to 1981. Dividends have 
been passed for two years, hot 
now shareholders are to 
rec eiv e a payment of 1 . 6 p from 
earnings of 6.98p. The hoard 
will also be considering an 
interim for the current year. 

Buckingham, formerly Lei- 
suretime International, owns 
hotels in Orlando and Houston, 


in the US, in Jersey (CD, and 
has started a mixed commer- 
cial, residential and hotel 
development in central Lisbon. 
It rang nursing and residential 
care homes and a tour opera- 
tor. 

Turnover in the year under 
review doubled to £25.72m. 
Karena Hotels, bought a year 
ago under its old name of Pre- 


mier and since expanded, con- 
tributed over £4m to £5 .5m 
operating profit Further prog- 
ress was expected when recent 
''acquisitions were felly opera- 
tional. 

Country Care Homes 
improved its contribution to 
£675,000 and the Preston/Re- 
pose trave l and hotel group 
made £737,000. 
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Blue Arrow 
planning 
disposals to 
cut debts 

By David Owen 

BLUE ARROW, the 
employment agency group 
which fell from grace after its 
$l.3bn (£778m) takeover of 
Manpower in 1987. is actively 
looking to sell 7 US employ- 
ment services companies as 
part of a plan to reduce debt. 

Mr Mitchell Fromsteln, 
chairman, described the sale of 
these businesses, which were 
originally bought in the 
months prior to the ill-fated 
Manpower deal, as “the first 
consideration" in the group's 
debt reduction strategy. 

'■From a strategic point of 
view, these activities are 
totally unnecessary to the 
ongoing company”, Mr From- 
stein said. Together, they 
account for less than 10 per 
cent of Blue Arrow’s overall 
sales and a "much smaller" 
proportion of aggregate prof- 
its. None is national in scope. 

Mr Fromsteln last week 
unveiled plans to move the 
group’s headquarters to the 
United States and to change its 
name back to Manpower. “The 
roads all lead to the company 
returning to what it was 
before It was acquired", he 
said at the time. 

The debt reduction may also 
precipitate the sale of some 
British units, including Brook 
Street Bureau and Blue Arrow 
Personnel Services, the staff 
agencies, and Hoggett Bowers, 
the executive search firm. 

Tender offer for 
SeaCon extended 

Temple Holdings, Jointly 
owned by Swedish shipping 
concern Stena and Tlphook, a 
UK container rental group, has 
extended its $70 per share ten- 
der offer for Sea Containers to 
midnight on February 16. 

Temple has already agreed 
to end its offer for Sea Con- 
tainers. Instead the Sea Con- 
tainers* board has advised 
holders to approve the sale of 
its ferry, port and container 
assets to Temple for Sl.lbn. 
The standstill agreement is 
contingent on Sea Containers 
complying with provision of 
the settlement. 


compagme 

bancaire 

¥10,000,000.000 

Floating Rate Notes 
Dae 1995 

In accordance with the Terms 
and Conditions of the Notes, 
notice is hereby given that for 
the Interest Period bom 
3rd February, 1990 to 
3rd August, 1990: 

CO the Rate of Interest 
for the Notes will be 
6.25% per annum, and 
(n) the Interest Amount 
will be ¥309,932 
per ¥10,000,000 Note. 

Agent Bank 

The Long-Term Credit Bank of 
Japan, Limited 
Tokyo 


PIMA Savings 
and Loan 
Association 
US$100,000,000 
Collateralised. 
Floating Sale Notes 
dne 1995 

tn accordance with the terms of the 
Indenture, notice is hereby given that 
the Rate of Interest for ibe period 1st 
February. 1990 to 1st May. 1990 bn 
been fixed at 8.6875 pro - cent per 
annum. The Interest Amount, as 
defined, of USS2L48 wiD be payable 
On 1st May. 1990. 

Bar c la y s da Zoetp Wn rid Lbrrim d 
Agent SanJc 


£150,000,000 

Bristol & West 
Building Society 

Roaring Rata Notes dun 1994 

For the three month interest period 
February 2, 1990 to May 2, 1990, 
the rate has been determined at 
15*«%. The interest payable on 
the relevant interest date May 2. 1990 
wiB be £370.33 per £10,000 and 
£3.70325 per noo, 000 In bearer 

(arm. 

BrTtoGtotolteiftUtowBtokltA. 

Intern, AgtotBak Q 

February & 1990 cmro 


CIVAS 3 LIMITED 

U .53300,000.000 

Sacnrod Hooting Ran Noun dua 1892 

Interest Rato 8.6576% p* interest 
Period February B, 1990 to August 6. 
1990. Intoroet Payable per US$1 00,000 
NoteUgMjggija 

February & IS90. London 

By CtttanL l*A, fCSSI Dtoti. B»* 


Mainmet agrees to 
Danish takeover 


By Clara Pearson 

THE BOARD of Mainmet, the 
supplier of metering equip- 
ment and controls where the 
shares were quoted on the 
USM at 60p just a few weeks 
ago, is recommending a cash 
offer from ISS, the Danish 
cleaning group, at lOp per 
share. 

Mainmet said it was now 
reliant on the continued sup- 
port of its bankers and had 
asked ISS, both its biggest sup- 
plier and largest trade creditor, 
to mount a rescue 

Together with the 1L2 per 
cent it already holds, ISS has 
received irrevocable undertak- 
ings in respect of slightly more 
than SO per cent of the share 
capital. 

Meggitt Holdings, the engi- 
neering concern, has an 8 per 
cent stake. Mr Ken Coates, 
managing director, voiced con- 
cern yesterday that Mainmet’s 
board had not kept sharehold- 
ers better informed. 


"We had absolutely no idea 
of what was going on,” he said. 

The offer values the whole 
company at £680,000, against a 
market value of £3.8m when 
the shares were suspended last 
month. The company at that 
stage said it was in bid talks 
which might lead to it being 
sold for a nominal sum. 

A takeover by ISS would 
mark a return to roots for 
Mainm et, which was part of 
ISS GLorlus, the Danish com- 
pany’s 50 per cent-owned Mid- 
lands arm, before a manage- 
ment buy-out in 1981. It floated 
on the USM in 1983. 

Mainmet said it had slipped 
into a pre-tax loss of over 
£650,000, before a potential 
exceptional credit of £233,000, 
for the first half of the year. 
The poor trading results had 
given rise to cash flow prob- 
lems. 


BRITAIN'S REGENERATION FUND 
SICAV 

Registered Office: 

Luxembourg, 14, rue Aldrlngen 
Commercial Register: 

Luxembourg Section B 28.277 

NOTICE OF ANNUAL GENERAL MEETING 
OF SHAREHOLDERS 

The Annual General Meeting of Shareholders of Britain's 
Regeneration Fund. Sicav wfD oe held at its registered office at 
Luxembourg. 14. rue Aldrlngen. on 13th February 1990 at 
14.00 p.m. for the purpose ofconaidering and voting upon tlx: 
following matters: 

1. To hear and accept : 

a) the management report of the directors 

b) the report of the Independent auditor. 

2. lb approve balance sheet and profit and loss account 
and to allocate the net profit as at 30th September 
1989. 

3. To discharge the directors with respect to their 
performance of duties during the year ended September 
30th 1989. 

4. lb elect the directors to serve until the next annual 
general meeting of shareholders. 

5. Any other business. 

The shareholders are advised that no quorum for the general 
meeting is required and that decisions will be taken at the 
majority of the shares present or represented at the meeting. 
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15 ExriHTnstLiri_„ — 15 

15 Flsoicial& Gen. Bari- 15 

15 first National Bari He. 16 
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Proriadal BankPLC 16 

R. Raphael & Sore 15 
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Royal Bk of Scotian) — 15 
RoyaiTreriBank 15 
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T5B 15 
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• Members of British Merchant 
Baokisg & Secwities Homes 
AssKiatioo. * Deposit bow 5.9% 
Santa 83%. Top Tkr-£10,000 + 
briant access 118% 4 Mortgage base 
rate, f Demand deposit 9%. Mortgage 
152% -15.95% 


Deutsche Sledkmgs- 
und LandasrentenOanfc 
Bonn/Bertn 


DM100000000,- 

Ftoatlng Rate Notes 
Sci'ukfverschrelbunfien 
-Serle 263 -1989/1999 

Forlho three morrths^h February 1990 to 4th May 1990 foe notes 
wiB carty an Interest rata of 8,00% (Rbor less 0,10%) per annum 
with a coupon amount of DM 100 ,- par DM 5 OOO,- note. 

The relevant interest payment data vriQ be 7th May 1990. 

Listing ki Frankfurt. 

DSL Bank 

Deutsche Siedlungs - und Landesi-sntenbank 
Kannedyallee 62 - 70, 5300 Bonn 2 
Telephone 02 28/889-215 
Teletax 223324 DSL Bank 


9-11 GR0SVEN0R GARDENS, LONDON SW1W 0BD 
Tel: 01-828 7233 AFBD member 

FTSE 100 1 WALL STREET 

Feb. 2357/2367 +12 Feb. 2599/2611 +19 
Mar. 2370/2380 +12 1 Mar. 2611/2623 +19 

5pm Prices. Change from previous 9pm dose 



MEMBER AFBD 


FT-SE 100 
Where next?- 

Call for our current views 


CAL Futures Ltd 
-Windsor House 
50 Victoria Street 
London 
SWlHONW 
Tel: 01-799 2233 
Rax: 01-799 1321 
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Grenville & Co. Limtad 
77 MinaeD Street, London El 8AF 
Telephone 01-488 1212 
Member of TSA 


Granville Davies Limited 

77 ManseO So w . London El 8AF 
Telephone OMSS 1212 
Member of The 1SE St TSA 


Feb Feb Jan Jan Jan Jan 1989/90 

2 1 31 30 29 26 Hlgt j Lflw 

Government Secs. ....I 8131 81.66 8135 8L64 81.77 8LM 8929 8L04 

Find Interest 9LQ3 9108 91.08 90.92 90.94 90.85 9939 90.85 

Ordinary - 1866.4 1866.0 1864.0 1B53.0 1863.9 1B5L5 2008,6 1447.8 

Sold Mines 362.0 349 3 358.0 364.5 369.6 370.9 371,5 154.7 

FT-Act All Stare 1174.99 1170.77 U67.15I 116L24I 116432) 1158.481 1226.831 921.22 


FT-SE 100 .1 2355.11 2345.81 233731 2322D I 2328.8 1 231431 2463-71 1782.81 


Since ComplIaUw 
High Lm 

127.4 49.18 

105.4 5053 


123857 61.92 

2463.7 986.9 
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FINANCIAL TIMES MONDAY FEBRUARY 5 1990 


FT UNIT TRUST INFORMATION SERVICE 


For Current Unit Trust Prfceaon P^^'vAT 

(listed below). Calls charged at 38p per minute peas ana 




aSiSErK arrTK 


SS *-• SS 


St, 86 *-- 


86 * • SS 


fiarfmott Lmentewa SA hm Financial Mont Inti Ltd Snve&PmmerWematlmal . YamWiI W92 OMNI Fond SH»V 

toSSiSpSSSF— 74 H " raW Un0 “ 358 wum SkSSSlS. fcJ " o, « a00S ** SSsiSsxL-mS? 5 q 7 aI “la« - J 


K. 86 *-- SS 


SL 8E*-J 


HtB Oimr Eooltv . _ . 
Brliui Eraitv : ... 
Hortlt Oulu 

JjtmnEmll) 

Pacific Eqaiiy 


r*me tgaliy 

OewloBlflg Wilts .. . 
NalaiJl Reuurces . . 
WuXeHemetr 

1K1 CflUUy 

Dollar Bend 

SteflrogBon] 


toiMC jiTOl B wl .. 

Iml Core Bora .... J- 2.08 

Dollar Ifecne Sr 2.02 

Surlim to t em . . C- 1.04 

D™tyJ«m»tta*nr_- IMS- 5.04 

Yntecrer . V- 504.00 


S- LW 

E- 101 

Cr- 1066 

H- 18 SB 
Y- 536 00 
Y- 366.00 

£r- 102 

S~ 2.02 

S- 138 

5- 134 

5- L 97 

b- LOO 

Ed- 1.48 

S- 2.08 

5 - 2.02 

£- 1.04 


: &s»k 


- i££!S^ 

- hm Bond— 

- AlBBlwFBd. 


Henderson Management SA 


21-25 Altec Sdteflw l- 2520 Lnmtam 
01-058 5752 or 010-352 462252 


JiniTW Pcrtfdfto . . 5-15.40 16.27-003 - 

J+wnSmrCecP’Hn S- 22.30 2556 •&» - 

Padl>: Pol Cello.. . S- 1ZJ4 130SWM - 

nuAnotcaP-talM . 5- 432 4.79 401 - 

EmwPMalM... 5- SCO 9.18 *012 - 

UAPwtfollo 5-6 17 654-0 01 

Gldul Portfolio. ... 5- 9 92 10.48*006 - 

Fiud lm Portfolio .... E- 4]8 464 -001 

Odla UoMtti CW» — 5-086)80*520 UH - 

SUgUraUnyP-UIo - £- 1.1*25 1J653MW - 

Hill 5amaef biabnait Serices Inti SA 
bljrtiow* t3HA 3001 Bane. Swttrerlaad 224051 
Hin&amtlOlaMMtaU* 


Gloojl MaaawdV. 

SterUr^FI.edh it.. _ 
Imw* Flint let ... I 
UK&IDil/ .. - 


Dollar OnncT 
SurtfegCvraiqr 

taOnWT 

HangdOnw 
_ NewGoi'raiimFd.S.. *23.48 

z i 2 Sffi£fc J^SS SSl :::: 

: 3 U Si 

: U.S. Tremray Sraprttig.Fmd LM 

- 4kort Tm>3nk... I 5691 56 

- Find tocni* Shares... I 180 3. 1 8 


SS ^^S^-vISriS-” a*a|IS DUBLIN (**) fK 

S3 id W-2l!i AXG Food Management LM *MI Trusts" M 

^ fSSTT. 512B2 11H7 ad. 10 - - ««. 

L72 FraEraraii. *12.14 13 13 40.07 - 

|| 3 E £8 OFFSHORE INSURANCES 

IZ SSSTV""^? 3^2 355 °iS »****» U* 

000 IreMngdFd. sa4l 886 __.. - 


Adlg Investment 


Alliance Capital 
Alliance IS5J3 


I Eartroore ln r eiliuar t Ud 
- awdiwa— iHM 

= £ p 

- aSEJSSSScr^ ¥= 

DBtMced rutfolto f L 


ss * 


1 ^ 7 *] 
# l: ; 


Gktal Bond Frad UZZ7 _ 

HeWttCu*. — «L48 23.4 

WCMM. *5.77 61 

[^fSS^^zrr- SrS Sk *ois[ - 

62 SES>»»"-— — - 953 saanip«M6. — ls »»20 m 1 

: !SSSs:-- -.dSiSS %% ‘ - fSK/** 

ffloareeWaTaUoBarttrmfclfcwio 

US MlartaVWtUa l64C0fl0UBBC5A746aU • QAiJZ^N^' 

: 

- Arab Stair Fond H un gers IGmenuerf LU 


° So Sdnoder Hogt Smites Uerar) LU 


692 Hrt» ta t c M i M 

1.45 Stsfiao 

2J6 USS. 

4 91 D-Ctoll 

048 Sw9>franc_ 

140 Yf. 

6H .... ... , 


Sdwttar Worfdw 


I lid swita?!- 

.92] - USA 

71 - DOUr 

555 . — - SwhsFnnc. 

ml -.... - JaaaeaYen. 

— * i wi ANtniun s* 

ssp?..- - - a**-*- 

58l - sterling Matnq 

W/ LW i _ Sdndtar 

H ah SSS a?. 

12 +031 - 

d Ltd . cK"'”:: 

r-: - 


*y&1W 

82 $U 


St UnYtCaihMi. 
eiabal Surllrq Fd.. .. ^ 

UK Sttrllm Fd. 

EMnMWMI 


i S£S?T &SL \«T*m 1 

- s^S^JSd ^L^wa. « -j - e$£!£ 

- StqSMteJae a!!!! ^‘ Uil ‘ fill -a! : SS'Si^ir^ F titt ? i-oo2t - ESPBwjkiF 

I ^6 S ^j i, S5SS,V-_.. - N*™ F^ifi «*- 1 **«r!SSii - gRas::: 

5 ml — I - 

_ pSSilSsKvir.1 wa I — t - ^ Fd Mrf Co SA 


£18.b4bfl 

1*31 96011 
[Daw 3675 
ISFrt*.9379 


AS3U5840 

Is&s&l 



7 7? Mfic&nlvSlh. 
SB4 UK.BIu'CMflftb 

9 - 7i 2SSSTs6taf 
cSJuoSlar^d^*' 

.26 UK Doll* Fd..... 

.n Empta Dollar Fd 
7 07 Jaoaa Dollar Fd. . 
a 57 NaAMncn Dollar Fd 
nemeBaria DeiUr 
ActhcMonn Dollar 


iwf^e 

bhjrlgagt FJ92- 
Wo*t> Anwrtana 


PadficCoM 
TKta- 


I 40,011 - 

-■ LM 

iSai - 


• u? 
$ 


4037 

• - 


.91 I 1 - 

SA Lax 


- US DoO»r 6hmc7. -^1*10 09 10.0? 

- HUnagrd Carm£? hl0.05 10.05 

- Manullaaal flood. IS10.Q3 10.03 




Q76923 16Z» 
SdntHar Worldwide Selection Fd Ud 


934 YRAGfcWal 
ScatttsbFd 

• nu Fd.... 


ssszsag' SI? -r : "fftM?" 

USSnulltrCmalr S9» .. .. j - jaMBwaW Fd.- .--- 

jxunorEgmi> .. .. .YQ81. I - yaiHldil Capital 

Ciirooeia EqJtf . . 0M980 1 - japan WaoCrentli — 

P*.IIH IkBin Eouttj . 5935 - -I - MmakM BS Faad. 

Ivory & SbiK (Lsnembaarg) SA 

10 BWItojal. 1-2449 l«n*oon» 0103524703031 ThaimFdM 

£££&-— 5- 2.49IW2 643 SMnl 0.4 

S- 237092313 «» 02 ipDCCV (*■ 
t- 111291.180 an 1.4 tlCRoCI 1 

F ^ P^tnun'' T SS °i Allied Irish Fond 

bww!»rMMW-_ r : {%£ «g Q/) swiimiO-Wd 

- 5- 25949 2.748 4» 1-0 JW 

5- 26169 2775 -a C* 0.0 “? 

; t-aataa it fe«*,.. 

.: SlSIilSSdH ISK33SST: 


: SSSSS^Big^Si’^i - 



S1230 12 99 *0 05 

512.99 13 B1 4005 

51244 1331 4010 
5541 629 40 03 

53239 3660 *0.17 
1 2339 *007 

4.62 *0 03 

51640 17.43 40JD 


CMI Insaranca Co Ud 

: tesa^-ai m 

- Opcurmt* Fd L. 62.6 667 

- Inewad FdS 523 55 7 

- SciDTtty FdS - 503 53 8 

- Balanced FdS 623 663 

- DesortMiy Fd 5_ 67 2 71JI 


54.1ft 9.72 

£9.41 4.92 *0.01 

Cca9.65 1039 *0 02 

59.49 10.00 -0.01 


fil - nESoMkAitadltwf 


GMalCac POnCoUd 
Ur-irf VanPotfoiu 
era naK»l>irtKM 
CnIEMBtaH* -■ 
Earr^ira PnrtlaUo - 
Japan Pontollo 
PjTIhr PnrttpllO 
Gold Pon6llo 
UKGnMUiafhuna - 


is-m 

cut Bend (18431 


- FMHitrCiffvtt 47.7 

- FTdrOty P it r i ni. ... 454 
Hughn loll Blued 8*6.. 57.1 
niiiiiiMitaWirMiiiiniiri <68 

- - YRA0- 6n » Pta9«r . . 46.4 
A 18 Hr ottv Din Price 


*o«i - BAI1 PMtlcaneaar (SKAV) 

-aoro - : 

552 - BondSMOrttr 1 FFrl2*4.16 66831 - 

g-2 . - Julias Baer Bank & Trwri Di Ltd , 

S-Z Uoattoar J. OaerSI-6 — . tSldOC m»O0| 1 

g i 3.-- S-earr, J B*rSFd*._ SU25JM tUASO [ - 

j£5 ^-3 I St-Bar. JMWFr. Jmtcjo ubudI - 

5tJ ioi I - ■Wectav 

Banwie Scamtem Fd. Mgis. Ud. 

5L6 1 - RUhLlHKUl 

II *3 = E 8 fiaiBte=fla SI : 

ti -A E ssa^ 


- 6MH High Yield 
GAM Nmg Koag. 
_ fiAMMUnuttaW. 
GAM Japan. 


SlSMabB Pjrt*0 

CuMeoDdtaiMla 


Dollar Portfolio 
Yen Portfolio . 
SUrilng Portfolio 


loU Managed Bond 


I £20.47381 
(0023450 
10893512 
(523.1750, 

K2X-0I81 


TSa Trust Funds (CD 

TSBJaEoaR7F6 426 44 Md 

TS8 G^eu^Kt Fd-_. 426 44U 

TSSWtadPntoa...... 257.7 271-4 

TSBGIK FdUg7 Ud... 19222 95129 40.04 


=L 18 - 

2.04 ill 36 


HrotbrrlliU Price phone 0624 23399 

Eagle Star Inti Financial Services 


- BrttalwJMttpYii Fd 


t l^SlSbIJS 1 * 38 Bamay* Irtl F«* 


- Target Inter na l. 

- HwybnwUiFnM... 

- Target CMtallMinu. 

Cagd BMCKlmaMTaJ £9.14 


Kofncra Global Fond 


IK Ruling agcni national In Group p< Holland Kaf. 
U<13ur> Stmt. UM<aaiEC3A SAT 01-283B050 


Rojal Trust Assetml* Fuad 
41flNW»drl*GarcL'1611. Laxwbodrtl 352489061 

Esltf Fundi 

Alpha IIK - t- 126 J » 

Aha*.' US - 5- LM 1-0 01 fa OO 

AlpGa'AlorlMMt - SFr- 5J4 l-OOTfa.OO 

A pta Jaaanese .. .. T- 1082 f-UWfaOO 

Alpha Pacific Pin . 5- 137 I fa 00 


Starting - 

IIS Odin. 

artwrt 

nrt'MiiucaiTacr 

nd MaHkamn J 


•brand MiHkamnti 
BsndFnadl 


£17.13 *0 02 U8 

S2B27 40.02 62 

DM48 47 *0.01 6 3 

Y364 ODO .... 4 7 

02.16 12.60 -0.01 

523.07 23 SB 


Targe IPS Uahr Pert. Tim. 
hileartidaal Bead Rad.1 127 
*o oz| us eiwjiuD«ct9Stmr-lcio 




0.184 1274 *0. 

t! 118 1201 *0. 

5L10Z 1.185 *0. 


OS Oik PrrfarraMce _ SUJ6 1222 +0 




US Mk A d i jua oo t 

iSh PeftWlfe lll £6244 6861 1 40! 

For otbe fa»d price id ean ilpg 0624 663266 


_ 

- Kara fa. - 

z EKSSe_ 

r 

- Pacific inU. 

_ Trtoar Warrant. 
Bor9 Fd 


Bermuda Inti 
AncHorlrtJU) 



- North Star Food 
-6861 - Mtnfata— . 

I - UnrHMi Fn*d 

- llpMf.Fvd — l- 

4O08 1 -. ara-F^^ 


Unlca Invest Fd Mgt Co SA Lux 

1 3.00 

ffitatotoHSd.“:l0M62J8 64.771 I 5j» 


UnlcoEooU» Fvnd., 
Untod-Investm 


HB C WaMraFC 
ufiFd 

tilSSSSs; 

aBfcsSs: 

= fiffSS 

£* z snxv JSnBTWft 

-1 weiesa su-90 i 

48-18 -. OrtUOekneiro. — 59.90 10 . aS *0.06 

E ■ E s ffiuneMW 6 ®i 

_ 0rMMaKeRwFa._lJi©3WI. KOTII . 1 


as*-===3ssz sjoi 

Wariuug lav Magmt (We 8* RnlUd 


lfenrrWU7MI 
Dollar Fd 


SUrtPag Fd OPUPt 
PM Fd BOPUPs-d 

DM Fd OPUPc.,.1 
Yen Fd BOPUPjJI 
YenFdOPUPi..— H 


n m = 

M80 


’» —i - 


, I - GAMPMaeMhe. 

L24l 1 - GAM 

— — | LOS 

1 " GAMBotrtSSMcMl. 

lam GAM Band Svrr. 

1 3.09 GAM BondYBL. 


_ Orbital Mat Rw Fd. 1 07292? BOTH . 1 

z S 5 BSL!^. 5 * i 

- £ucJta*P!“ 

I PFC lotmatl Portfolio Fd Mist Ud. 

: agSggKfffcSS = 




tncomtFif (CtU 

cltoerwFA_.ISD.97 


Top Brand Fund Intl-SICAV , . __ EigaHy & Uw Inti LHe Assce Co Ud 

TepBraodFd faUUV_ T Tsl4.42 15.161 1 L32 Vlctorr Hse, PrWwS H|H L DmM*.loU , 0624 


twASWarb 

Intmati 


■ „ asash=Ha«tffis 11 

ses 5 s 5 j»ag 5 « 1 , , gi t s 0 ki UJJ 

‘■Gffi SWriSScapitSw.— £3026 30.23 

gl« SiftsSastiiM’Ti -!Sl« 

25h.73 as 


Aplu Cumoean 
WtSwi 


Starling Bond . .. . 
US S Bond . _ .. 
Deu'dctimart Sand. 
Alpha WorlMdr .. . 
Beuvtt Foods 
Surliog Remi .... 
USSkeunv. . .. 
PeUMmrt ftaarw 


L- 10045 
S- 10887 
DM- 49 13 
SFr- 51.74 


28 

-O.Qlho37 

COJUr^ - 
-0 011 8.39 

I 600 


FarEa PM 
1992 f 6. . 
IrHMUaB— 
OMO.AccIMW— 

OHFd 

(AauBSkzrel _ 


Surliog Rem .... C- 11.707 <UBlI10 UwhfltrFMs 

USSkeunp I S- 10.961 4BOI7.00 DratcMiurtc Fit 5 

PMiflMvl Itsrtt* I DM- 10.673 l<£U]i6625 V» W — 

Sdnsder lutmational Selection Fund warmT fw 5 

14 Fjt« AWrt.-pn L-lljSLBi 010352,47492456 uSdoUkFebS 

Trafalgar Fell 1 . .T 5- 26 93 2838^0291 - MaaagrdFrti5 — . 

EnnSimlrCmFrtl I 5- A41 5.75-0 01 - Murt fawluiaH—nl I 

J.-w>SmJk£eF<3i ] 5- 669 7_J1 DOll - frMCFetl. 

USSmllr Cm Feb 1 . I S- 438 4371*0071 - US S Feb l 

Sun Life Global Management Ltd USSewStfuib - 

POEoxlTS Dongle, hleofUaa 062422444 ukS5SfSi 

aunt Porddllo . _ ... Japan Equity FOb 1 — 


^.40 CA Eqmfy Growth. IC1482 15.1 

7M Citibank ECU Ltd ‘Ttttfnnds* 

Inis UMMifM 

hr .00 DMdHharfcFrtlS DM26060 

6425 YtoFcOS. r2M7.907 

Sterling Fab S- £9683 

r Swiss franc Fab 5 SF 123.446 

USdoUMFttS S16139 

MaaaqrdFab5 — J 515.723 


UmgMCuTtPcrStH- 

Mmadcmpooaw. 


p680 

. — r 73i 
1 264 


Mmarj Do*d Jao 3L 
„ Mac Con MU 7n31 

*0.004 - Mac TatUaUc Jaa 26— 

*0334 - Metlb Truft FrOL. 

*0 004 - MacitoaqiMktStl 

*0.018 - - ■voohrEadaa 

*0.002 - Japan Farad Jon 31 j>m.x •*-<» 

40 003 - Panne FnndJaa31-..l£5226 54389 


IL DqeriM. taM , 0624 
1065 1166 40 a 

*1.491 L603j-*0.tt35 

... uortrtootcjsbxflj ... *0.654 0.7031-0316 

iS? nii UK Eoa tor - - 863 933 

Si n£ UKGUtjFbudW 642 69.0 

5*1 OolUrOMortt . .. 50596 0640 

-33 *21 Surllag DapoiTL 69 9 7S1 

AtanmfCmBtCr 60.6 

^2 10 “ MoSjurM u£uradjj82.9 

* 0.1 - Enralife Asmraaee Em 

ivrs “ 5-11 KorlfanrSt Lradno WIN 7RH , 01-63 

'* 0 - 8 ” Starting Eurobond FdT_j 159 6 I 

I Jouf EcreboDd Fd 1 1533 J 

_ 204 D lmrt li — | Frad—-t 11L2 1 —.1 

— ■ *m FI once Liter ua tl onat Ud 

E °J ^^%?..M l 6 2 Sf 40 «D| 


Maim Brad] 

84s laU CbraH 
B4a mu Cmcr nfl 
BdiliKtEraftjfCE 
BdPtolEautyfbto 
C4 p 1 War Bona AM 


jtadmSfdSUt*- 


0A7 GAM Board £SUng _ 

- GMmI Gevertnent Pta Fad pre YMpaFd-— : ~| *w 

= is g3tfUSMSs, lJ ^i ESISTiL 

0.44 SStdudMgtojFaWrarjU KAY Fab 2— T » 

~ 6.9 Grand One Umtted partes Satan Fund 

look Em A Cap* MLE , , MAVOSS.— --I SM 

iSHa*sai.Sm_97 316031 — 1334 pointer Bund Fowl SA 
a7 oat I 7 m l»*V ; 1 S13 


PRSYMpeFd Zl i 

ta i 

P«H*dga4Gra>tto— I 
I 3-69 Pacific Gfuwrtb Fund 

KAYFM2 I : 


- Money Market 
; Trust Funds 

Ena ' Net dUTlM Cr 
Charities Aid Fndtn M«n Ifafmt ft LM 

: 3 BMKaW 5 ^ -* W2Z. 


The Charltlts Dqnslt Fhraf 

2 dSs& -» 

Gartamn* Mums 

2-3 WhKe Hart Yard. 

CMlFWd. 


- UtaKrVakaTrBrt. 

_ UUntrVAM(Tnat3 


47.9411 7JH * , * v ; 


Barter Funds Ltd 

KraFdNAVFWZ-l 182.90 I 1 

BaMto Map mfilMlil LU 
0778 " _f-I!!Isi2334 12B.9WI — 1 

- MEwtoUdFd 1 Y6.610 6,790 1 1 


- CSF OM Mil.. 
fTF FdfTnhooi 
(TwaFdCNAa 


-33408 736 pieneu fteMrtag 

svaMsus^ — ( - 

te NV toKBO 

— I *289.62 | 1 - Earapt Gt> F4 UV. 

wstmew t Services Aril « KS^ B^EfSf- 
M ^fsfrirs2 UMl -Alii - Sw w lE p i mp r YMd to- 

EHT Hil SI BBSffl: 


I Hhussnuaa H(dgs.HV CuracM , , 

- NAV Jan 15 *289.62 I 1 

- Hin Samuel Investment Services Xetl td 


Plenun 

§9.57 

E& 

Dfl6Q.ll 

*46.78 

s is 

Limited 


3.481 73Sbietb 


Money Market 
Bank Accounts 


- MaordraM Fd IY6.610 6, 790 1 1 - 

=' ; i£S.l'3SZlt!?&TX 




ftsa 


_ Ml CSlraMjp Fd. -... J1383 148? 

- latr DM Siratcir _.l DML86 2 00 1 1 

IMmntUantk PnnldcnceCaptcotlacL. 
rt UK Pi ra mi Baa* — -J 103 0 T ..... I 

A UndMMrtUrabiFnrrbkPce Capital UMAraarara 


£59.52 623UI I 021 

£5226 5438*1 I 033 


a Ltd MvHcontFra — I 

_ « I I - Pacific GoMFIMd 1 

« $iL79 r 

- L- 1 - ara&!5i 

ii T% F »sirt=r;l SISS« I^ISS WWfiU I S&l 

E SMec-T-muB . ^ 

^ 00 *^ 20*1 I - uSf S93L _ I 40331 


Invest Services Ud 

I S35.77 l 

1 S936 I 

*1406 I - 


ri igrr 12811*00071 Ira Hansard fatematioaal Ltd. 
*L2M L»9 W.0U L01 PO 192. bat Hill. Ntbtony. OMto 


Elrrnal Bnrp 8830 9414 *0 05 - EsnaipEraftrFabS 

WoBJl Mam ICS 72 117 4? *034 - fisKmlrtb 5-. 

CkrtrjJ Kronen . ... 9051 96.71 40.06 — USSpacSloFra3.. 

Hrrn 102.46 108.99 *0.04 - US SnT«h FM5_- 

AHHTKJH Gnn>Ul...._ so 73 97.13 -0 88 - CMlUrvFabS. 

Common A> In GwUl. 13*33 14898 +133 - UndHaMb 

Far East Gib 10737 116-32 +0.44 - Global Bead Ftb 5... 

Ivan GUI. . 106 92 114 93 *0 65 - GNMA Brad Feta 3- 

UKGnrnrJi 105 40 11336 -133 - HY8 lA)Frt5^..._ 

TdpcSm RenaUBt (Guernsey) Limited ESC Trust Cam 

Grnmidj Hu. 9 Peter Port. Guenuy 048126268 EUC Aran Traded ca 
TO Wortitatjde Skatm Find , , mn 

Wifi Amr+cad . 5jaW7 tlvft L771lk«37 - S55*L...,“” T. 

EL-Ttwcjn 5 ll(rU! LfcUJ l./lftltidE - *OffcrprtC( 

Far Eau 5 Q IMJ L UK3 12598paD - EKArmOnrawl 


19) 011 - kM£FraL | *4.000 1*0232] 

71*0071 - USSFcbl I *13 375 1+0.0241 - 

GrattyFaadl Eompean Frad «*) £1292 1382, .... 

GlEu EiwUy Feb S-— *16-173 _ 40113 - Jop^FaPdll) 0239 1323 +0 008 - IW9 

062422444 UKErahyFAS Q0296 10296 + 0.026 - K Amnion Fra4 Id- 0-190 L 264 +0.004 0.09 ffbto 

_ „ „ . _ Jopra Eiwtor Feb l..._ *12.869 +0178 - Partflc Faad tl) £1267 1-369 *0 009 L95 f 

WhjNSfi : gBWF. F f.b. fflffi 3S r 2i”^-“rg5S iisL.,,1 2 !! Srr 

102.4*1^99 * 0.04 - usIatehFMolZ- sii.290 loiS - Wiidnr Fund Man ag e r s (Jersa) Ltd j»|FtaedMi 

ISfL.^SS 2 uUJdatra^ » ^ WlSlili SlSSlt 


- 109 ^llS 
£0211 0 120 


- The PortugaL Fund Limited 

» ***{ 

DoMAV Jan 26. J 36.81 I 

- Protected Per^wpuacejted . 


Skof 63 ! -I 


Aftfcen Hume Bank pk 

?ffl 5 ^^Ti 330 

1430 

Allied Trust Bunk Ud 


1 0L43 6070 

14 6* Qtr 
1437 Mtb 
1535 MU 
15.94 Mtb 


Intermarlnt Fund, 

kav Db ii — TTT-Zl 

International Bead 

COCA DA V Feb 2 .] 

EECLS B KAY Feb 2-.I 


- Prudential Bit! Ftaanciaf Services Ud 


- «35 

SWTlkkg Deport- 
“ OoHwbtsmU— 


135.9 1364 

*1334 1338 -8.02 

SETS loo.o 

5ULOO 10.00 „... 


SO 097 0,105 

S0J04 0212 


Global Boad Feb 5 J S13255 1*0054 1 - JWtotoPrlvteTM..l&39 20.4M +0.09p30 HraaKang ... 

GHMABaulFeb5u.-JsU.732 U-744 -0JJMJ - SMfa'wEwKrTK-JSIiW 1332 +001 - SFrturraw" 

HYSlAIFebS. I *81965 627 I 2U7K7S - UMdto BondTa. ^71*14. 72 155MI -80ll 620 SFrPq wsM.. 

EBC Trust Company (Jersey) Ltd MMgcataa^!li- UWZSl I - y3dm3l1-.~- -..IY102 

55£T!“-^^5? , if626|-03i0]6 i3 Wei4d Bend Fum^-SKAV . Isle of Man Asame Us 


SFiOJbO 0173 
SFrOlQO 0208 
Y137 140 

Y102 UO 


I EaravarFwd 1*1626 174)81 — . 

= . - 

nub Ltd 

SI 9 00 2036 

56.96 731 — 

S1624 17.06 

S2234 22.42 

_ ,3iS 10.14 — 

_ CaeMape Franc WtrtJs9 34 9.82 — 
- BarrrartaFd. JS12.D0 12.61 — 


SWFrSroMtt--- 
_ J. Yea Deposit— 


Bank af IteUnd Hltfr Interest Chean Act 

fle^ua-ffiMAVE 


5L06I 1 433 Bank uf Scotland 

5aoo 1 - 38TWnbdn«fle5 

3.D78I 322 UngimcWra 

Adviser* Lid . Barclays Caul 




J S98L I +04X31 


625 EragHftkSd 1 

Ejfirg. tafo. Sd J 

_ Wgb Igcame GNMA. Jj 


3L3S ?■ 


016016746 
1431 Mtb 


■ S25f«S , *r^r 1 mk..k 

,41 CTtdtt Cemraerclal de Frau 


J. 1 MD 5 tuna LUK8 1 1731b 

UK'BliieCMp 5 0290 12B00 1 J297b 

UK Special Cipas.. ..blaWtt L09X8 L 16141 


■Mferprtce IkMb 3% pntln.chafg* 

' I ITct.7?5o 2375I -OOUUl 928 
■Wferprto Mdudes 5% prcUm. duge 


World Capital Gwth Fd-SICA V. 
VhiUCWtoRMWM-J *12-61 13281 


062424141 


Earn Smlr Cot OaasA~ 


Clifj-aummj Sd no UlM* L1606 L 1951 HAEM 
Ward Icy Investmeot Services (Lux) SJL 

Wannar Global SdKttaa _ , 


AralrtHlMMCraUr _. 

Ciiuda Egurtj 

EnngirEgiillr 

Hang Kang Era it* .... 
Japan EgaHt - . . .. 
SMigaaan & Mairax - 

UK Equity — . 

UG» Eiaiiigr . _ ..... 
IniMoiugaitarad.. 

Sterfing Bend - 

US Dollar Band 

Sieiiing Resent .. . 
US Got Reserve... _ 


S- 8.33 834 -0.01 

*- 882 937 -903 

Sr- Hoe 12.40 mm 


S- 1266 1344 mn 
S- 1662 17.64 412b 
S- 10 04 10.66 4LB3 
S- 9.12 9 68 -982 

*- io.46 lLoo *am 
C- 435 4.60 — 

S- 9 48 10.02 

t- 4 65 4 89 <am 

s- 937 9jul<ein 


MMUVuJj S12 61 13281 I 0.75 

lm Arte ten Aral Mngt Leodra 


-oamd 024 Warfdlnvest (Ua 
-0 00g3 024 WortdlmertbKfdt.. 


: “*aa& JaaessS " 1 E -* o asas 

- Ednitiltaik Internal] oeol Mngt Ltd 

Fins Part Prime Me knOaUdKAVFeb 2 CS12.«ad ' __ 

_ FWrtAertMmeMcIraOBUd NAV Feb 2 US*U149Kd TCI C AF N 
_ NAV Maud to icTtax wartto of on WMl CSUJSto ULt Ur 

US*1024aai CAL Iramstnrarts 


NEL Britannia International Ltd 
•" PO Bo* 119. St PtMr Port. Gram** 0481 

SPcmMmqMGMA— na 992 

- I •' “ 10.982 1056 

829 0aHdlag SodeM 98.4 1 058 

- sSS^ 91.4 983 

- For East— - 96.1 103J _... 

- CartSKktlaU Girth. -. 903 97 1 

Fidelity MU SO. 900 L0S4 1 


5 iNSSSLW'tlfdi 1 

- Japan Selection Asswdntes N.ti. 

NAV Jon 1 — J Yii.011.00 T 1 

- #S£'-5SS5fJ"Sg.‘"i« i .i 


11 Camp* Pitjaig* 

- Credit LyunaMs B 




ISLE OF MAN (**) 


963 103.6 

InaMbgMt Premier L.I732 77 0 _.. 

lm Kky bn Premier *..1*0. 999 1209 1 


- SirkdCad Lad Mar93-. I *10200 I 

- Credit Suisse 

- CSMaraUMNUSS-. IM78.92 WJD.93 

- CS Mea(7 IW Fd DM ^DUUMrt Qb£5m 

- CS Mamy af H Fd £T..J £l*5_e HBJlf 

- CS Moaer MM H**.— TUS275 U 82 M 


- CSPrljaa Brad DM A^J DM9322 

- (5 Prtra Bone DM B. 


- S Bond Fend I 
Gilt Find la) 



SWITZERLAND (SDREQKNBED) K asas£ 

BXA. Boad Investments AG 

10Baarm(nueCH63plZiig.SailcvMad , 227180 EMSslMe 
Barer S/. SoioA .. TVT SFr- 9190 D 97HO 0 „ | - SE-AriaPk 

Barer Sf. Scrim 8. . I SFr- 919.0 978.01 1 - OaSUrtUrel 


CANADA (sd RECO&nssD 




Ivary & Shne Pembruke Inc 

UK 2gm. troy 1 Sine Pfc Dee CkarMU Sara 

BUBB* 0*328 “™ 

Anaau Siig Eaul* -I £1265 I I 

'Doling nandayt-Fenemd. AstrapUea Feel% 


Oa-Stcrtlng Erato Ul- 
SUgUraWirKnto- 
DUrUraMorPertfa).. 


“S: 

L04| +021 

+ao2 : 
+ 0.01 = 

+a'oi - 


CAL ireuLilniaiilL npin im NM Life Assurance Int Ud* 

WL UHCSMIEMS IUM) IM , . Bra273, SL P*Mr ftoL G«er«*r 

* lWL -TdHte-? jr AS, ... 

Dunra.Uuri.lnr^tW l^\ r 

K&S!Ssa=d8U i^SI “I £ iSsatfSnhr id r: 

Eqnfty & Law International Fund Mmf Ud HeraKrag Life Fane! 1! mmesi ziml “ 


- JFPbUkwMehc. I 1937 1 

— " tFoihrdHiWNAyaoini 

rVJ “ Jairilne Fleming Unit Ttasts 

Ltd. JFAMoaTnOUrt. BU4 

( - JFAmunltoTM - 14.44 

1 - JF EmmTtUa) *3423 

JF Hone Kora TrttiJ..- S6L66 
_ JF Japan TrasKiJ Y2L370 

= 

_ JF JapaaOTCtac... 

_ JF Padfle UK TKU). 

_ JFprafttSeaTrtfal 

_ JFAraikmGrmnbTn. 

_ JF CoaCJaralal EresTS.. 

_ JF Currency Brad FiL. 

_ JFEwraran TsrtiL— 


- CMbal GoaL Inc. TM 1 *15.06 

Qnafauu Pd NV Curacaa 

~ MraKaan Faad.- 1*15254 15, 

anaatus Fond 

- Oranus Find NAV I *1527 


, Barclays Canttxl Advantage 

8 r= = 

k — I Bardan.Prhne Accorari HXCJL 

i !•= aim 

kmi 1 - Beuchmar* Bank PLC Premier Account 

' — ’■ — — -- — - anaMA MAVI atlt 


igi «jiT=c 


I ^.1 - 


_ QpHter W nwt 


_ Qoxhn. brtcL F. EatL. {S3. 
SIM. H. AMW....ISL79 


BbBemun Street. W1P3LD- 01-631331: 

- Z ffisl K^f E 

_ £20200+. 1 1430 - 11251 15.791 ftb 

- B & C Merchant Bank PLC Pratfalls Acc 


Real Estate Stratnles Ud 

- WES totamatloral _~S- LDOOl _ 

: ffwrabi- rg US Japan Magnt Ca SA 

I KSS'Mv^.f J *^10 27 I 401 

- PgrtfauoB;MAV_lU 19.77 I -01 

- Management SA 

~ prafouoiutSv! 'HIT* SW51 | -0.1 

_ PorefOUa 8: NAV 1 *1021 I -01 


I £=: OOO^raSL - J 143 ■ 11351 15221 ' gt 

7~ Brawn SUpfey A Ca Ltd 


!gSl - Cater Aden* Ltd 


“ fk&mErtlb 
- NmthAner Erato 


— -1 “ SearOng DagojlL- 


GUERNSEY (**) 


Flemhig Gr oup 

SSSsfcls^sl =i“i 

Fnrvlira & Colonial Mngnt (Jenay) Ud 
i +0.0 


•Prime Jaa» Sot Hwang Fra 1 
_ WraMrOeaiira 

123 - Premium LHe International Ltd 

126 - TO So* 141, a Prter Port, Gooraej 04W2I534 

023 - BMtorarthbrt't 1912 96.0 

“M* - GTIHaagedSwrllog. [isa.O 1W.0 ,.„l - 

- IBaBSSfejiaS i^ 0 o - 

j^HBU» : »9o — I - 

. ntlMn Praridnca Crndtal fataratlanal Ud 

mipeis UOM) h ._ P0Baal21.SL refer PL btnnqr OWJ26726 


*14.19 - 

*1057 1024 

*1130 12.88 

*1121 1138 

, S1O.01 1137 

IkCiealk.. S1LU Li 9 

SSL 055 LUS I 


Royal Trust North American Bond Fd 

KAV Feb 1 USS2029 


-™IM3» ess- iSS** 

•HUtortc Yield -band radhL 1422.89 tsugM-ogce — 

HaUnfoa Scandinavian Fad Ltd 1UK 


^/5S?vSl„,.r *19.71 

Sabre Fimd Mngt.Ud 


lo (Cm 


B-MalUo u eaq Ca>- 

*4toh'.„ 

C-USSBoreb. 

Offer 4 ar Yield 


Adams & Nevlle Fund Mngt (G 

WMfcw*eaaffira*r. CL 97 Z05| 

WorWnral End Fund br_ £2 28 134*1 

WgrtdmstboFaiK.. *164 L76 

WarMInvelErecrCoi.-.. 5082 0.89 


e„. e-SurtlngBgmh. 

F-D Mart Bond* 

„ . . G-Yni Bonk. 

Ltd n-taara 


- L-u KErakJo*. I 

- M-USEraWes*. 1 


AEtna Inti Assnrance (Bermuda) Ud 
EnAmgrnfertLKrMrttaiiOBrllSU^aiJ 
OvnrbodHviSi .1*9 410 gSlop . — 


O-Globll EquHto 

v-vetodtv 

22Wd* 


■Amt Fd Ltd 
*1038 
*1520 
£1086 
SX3 00 
SJAJ4 
£10.95 
DM9.78 

£10.97 

*14.09 

YL411 

*1236 

S10D1 

*928 


£14.00 14.74 
£14.65. _Kl9| 


DolUf PrpputlSJ 
Enrovovrvh 1*1 _ 

Europe rti EgaHvlQ 
Glolnl Monagid CS) 

GdMISil ...... 

Goldmine IS 
Wmiifl EorntyCSl 
lenrr Flrrt IrrtMlSj 

irreiuuoart Magd >S . - , , 

N Airevicae Egmr IS. -1*1860 1 9tc| 

Pacii ic Enunirne (SI .1*1385 1670 

PaoHc Equity <SI '«* +-* « “«< 

Sur 2 it) 

Sur3f£> 

SUr 4 03 
SUrilng OcpmftiQ 


S2J55 2.480 

*1080 1140 

311.6 338.6 

5L305 1 375 

5J.170 3235 

5063 0 0665 

SUMO 12.465 
98805 9270 


John Gavett Mam 
KagfeEmrCeRWML- 


- svmhnafeiwnt: 
_ Pangra Fg ud M 


Ud RAV.... 
■ C4NAV-..J 


IBI Global Fandi, Umtted 

+0.(0 850 MUSUjCirra - 0148 1 

+022 7.50 IntlSjKGretL. 1*12.40 1 

13 JO HJrabmnnCllt...- 

- 0.10 820 iltorat loraf fignftr 
4027 8 oo tomatienal Band 
+0 04 10.00 

* 0.03 12.00 Mire Ml Brad., 150 00 5 

-0.01 7.oo mlm Bimm 

« f-S 5S?FdA?!* S f...Jll«.79 ID 

+009 1000 SIOGrtmlh. 1104 78 10 

MuP&OO EwogewOira. 14637 in 

Sarasto Otfe of Man) Ud 

. 8 MMSfcJ SS 


-06| 3.2 
41 02 1 9.4 


-0 3 - 

+0j| - 

-83 
+i7 

- 

*2367 2.4381+0203 - 

52.827 3.040*0.018 - 

SL634 L758J -0.0 7 
S3. 261 3507 

SL651 1776 

S2J61 2339 


52-721 -a 02 1 9.4 SimiCnrvmsr. ._. 

SOIkafawrMla. 

177^3 [ - 0 .Q 8 1 730 tZ£r££n3?- 

104.971 +030 - 

UU.nl 40.031 30 V YreiM«y 
■ COFSGtetol 

rrt I I _ £YRA Worldwide 



I Target Int 
iMCofMmreFd 


I Hill Sansel Invesbomt Service* lotKd 
anuawtue 


SierUrgriwd intUi .1418 7 


UK Egaily k£i. 

UF «-mgrd ID 
UKPm+nyUJ. 
woria Growth S> 



SL609 17131 

S 325 35261 

.826 5.1351 — . 191 


£9.94 
IJ67 
£930 
£9 49 

, .nail 

HfcKIAnetL.Jl9.Ub 


FhrtSMeelovFd 

VortaALoeeitoMM 


i i t Ft 

**a 

LIS 


Z CmcrglwgAsU JS1255 L350 -0.003 - 

US Dollar Boad Fd.... J S0.9U 0.9841 -0 021 

For aUer arte r Mg 0481 726726 

I Raya] LHe Inti. Ltd 


10341 -0.17 
12-77 1 -8.13 
93201 -021 


- BrMwHte. Cartletavg.loM . 0624B24151 

_ PeroMn Growtt A. T - 


- Perefan Growtt A. 

— Pan Growth <Bgn 
-- Ami Ufc UK Mage 


£0286 0.953 
£□094 0462 

£U»» 1446 


- CSPrbraBondDMB.. j-»-i 

CSSbort-TmMSA_ *9739 97.60 g Prame 5«a Tet tri 

C3 S*Ort-Tw M S K — 5u9.03 U924 - jr^StS^F^rL 

SO CSSawl-TwMDMA— 01*9*21 9521 « S5i!S5H^Crt“ 

_ CS Short-On EM DM IL.. BNU19Z 11L9J - JF Onrency Brad Fd- 

- CSEraBd A Ea94J6 9*31 

- GSEeaMB — EallbA U7.99 — . - V 

- Dff93J4 9421 - 

.550933 11034 - 

- CSCoM Valor __.. £90.64 20424 «... - 

- CS LwvSbwMcbTVOn. D«eS4JB B4.C __ - 

eSEneUeQfoWISft. S+r72655 2H W - ,![ ” Q "£r?; 

CSEraaMLm dm — oec+h-M mid __ - — . - rt rt* 

ISE-rtaWiWBSFr-.. 5FrZ1930 2ZL71 - JFM-tUb £■■ - . J ELDO prtfk 

Tim. . S5Z706 547 64 — DalO D0Mlto*W««*t) Deal log !i.Tlf-L,-r_n_ir, 

£te«E®SSIs .= : gg£ggT'&» j —I - 
= - SS 32 Ri“ " ' 

- toraea~r HdkSsb taJol !— II - "* ’* pSvjS wwTSSomSSjS^ SCI/TECH SA 

Dewtion luv e stmral Trest Ce LW Korea lutarmatirauil Trurt sa/f«aiuvF«bi.„.f *19 71 

Sb FM Nwgrx Kara bred Treat Ci LM Sabre Fluid Mngt Lid 

Seoul Trest HAY J*n 29 Wra 29JI67 (USS422J) KAV Ftb 2 Woo 4L9 13.91 IDG Value U S560, 735.99 FutoresHS Jra3lL-| S2L99 

- Mwa APT Jau«] Fmd Latin Araericaa Man ament Co LU FMaraiM -yS-- t JU.Bl 

_ Datws APTJop. >04231 U.4M6I — I - to co sc*v_T Efc JZ | _...} - Saudi Interaatisnal (Gwens 

- Doan Witter World WMe Invest. Tst SA Mf uaM.i h aw-.l * i loo I — I - toiB«d _-^IsLPJ7 it 

1 &i=r jr WMsaMUri-BBBi - aafe—JSs s 

: Sj w&=iga. da)-+ tia : a^j^" N fflg M ira 

Agwc KMMwH B unin tTmrenj) Fd Magre Udm Asia Ud togradSaO»AalL.-l *30.43 

. Ocstscber Xorntmest-Trast jn?feiCrara8iMaufJ S- 1 — I - Schroder* Ada 

z £ BBC*! SSI =1 : 

- MAV Jw 26*136.73 ^ 

- NfhKfceBvr Ctoital LIMOd MAVJaa26*lQ3il T [C^ ISi s re Tkwvto. wna+rao.^ 

" WbKbCSfer Com PhB Ud AAV Jo» 26 USJ9 71 . ._ ^ , . . ■ Tt .TlT^ «— ra—Fn 

z wl«6e5ler F ubjre* Lbf-orefd Srr AAV Jao 25 U5S15.55 UW8 WM teWg SvfltMtl to 

Z WMcfcotoFebmlLlO-OrtraSw AAVJ»25US*18J6 ^ 

_ WMnMrFmnhrUaKad KAV Dec 31 USS200 96 HjSS ISS”' JSSa Sra 
. WMahe m eHldg+rt!ra.PM»5HLUAVJra2hU5S7.69 ngS g- 

- WlndwrttrHMra-CarBdSeto 0*4 20 Era 1116.79 !S?SiihS,'" 

Wtadrafer Itoraery Unltad KAVDacSl I7SS1528 I lum Ini' I recHTr 

WtobetorBecnvelLlmtad J«i2bCen^YleM72A UmBtoSmalkrCM-. 

a MtototoMMMFltaNV* 84 NAV J^26U^57 44 *«■*» PortMlo Sttvko jflt firaameedFdZZ. ’Z .]»82 “ 

z wofiswWeSerartttoLfcnitad iwvjra 26 *»jo uIpS^Sh^J ??b 2 I Zizl I StBguar Somritle* (Bwirad 


laS I _ . ^ ~ L. 2*8lfl±l« Lrae. Loedoa EC3Y9DJ . 01-6732070 

_^2 _ Bin ub rag Miaawmmrt SA ta c* ^ Ji\k mjsajsil^J utt> 

Z Uanrilug Aton FraVYMd , . Oearart £3.000 Mbl— 1 14258 UlSObl 15ASW MU 

a : ESSsS=r SSS I 5£l - 

5o23 8 - HM RntiucMM Aerat M ana oement Urfted J.5S t« H 

J006 - Tokyo PacOeafcrtD-rJ S2Q2 M l -IT - 5S5fc^Z:.Z |«0 iSl A7?J MM 


«flb - Tokyo Pac CSeafcnS 1 SZOZ.03 l 1 - JaanMYert__-.....J 1450 3321 4.771 MM 

♦020 - Royal Trurt Aaet.tent (Aria) LU Cltteak Saving* 

m ^ laS zz: = m ' 7nvm 

536 ladanertraCroath. *14.19 - - ££«fo-Q4999 hi no 8301 11.791 Mb 

II! 727 ktongrt Qvre an.„. |*10 57 1034 - ScOO^ZTilZlIllJO 9aol IZJll tR 

“ SSffiSfe::: 


I ZZZl * Clydesdale Bra* PLC 

1 -- JOStVMmanaraGfanrarUSflL 0412487070 

/ - HKA C.0«L£79W../£22 935 1X201 Otr 

- ElD.do3-U9.999. — 13 A lai7l 1A09 Qtr 

£20.000249.999 |ll2 1Q23 1422 fflr 

°™ Pd raaooor . — 1 13.7 u.721 iamI Ore 

tepnHnMTMlIw ... . 

, . • 78-80CwrfdB EC3 • ' — . 0300616162 

I 1 - £500-1999 (9 DO 7 JO 9 50|6-»H1. 

0. 000-0,499 in 30 SJOl mW HM 

I -J z ^83S?j!^=r:IB38 iSSI £8 IS 

14J " Ceatts & C* 


i-v^TrtjA _ | rSttSSAJS' - gfc:-=|g| || r=: - SBSSS 2 * 005 

umnriNM^ Upg. Asia Ud . i ? ro , «ds , Q ,j-iL r l *30.43 J —I - SefcasaiSSra. 

Hd -I - 


— I - Schroder* Aria 
Arira Fmd. ....... 

Zds.94 
— * iS 

Hoog Kong Fd 
. .. MtoraUrail TrraL 
93 JopMFrad ......... 


1333 Mr 
Jiffl Mr 
6-00 Oh 


939 

172 

4 63 ..... 


10.625 14.171 - 


as* 2 td!ip 


m m = 


16 North A n mian Frad- 155 33 

Z“ 7.1 Schroder* Australia Ltd 
“ 13 Schroder Anna J 4*535 


, 692 ..- 

*434 439 ... 

HKS1LM U26 

*7.36 7.76 ..... 

99 37 938 


The Bangkok Fund 

CJecrtB (one* Lett CraUal MmatCG«f Ud 


_ Jouarernf. 

_ Swte Franc I. . 

_ 6Hw U ranl *el«« H en 

- 1 

N.Amtrku - 
MdKMgdra 


Jon 31 NAV USS75 09 Boat 1.9JD 6<HfOr blfsoofel 


Sannq Int Fund 1 1 onager* Guernsey Lid su 
Nlnqd Partial lo IDUri . S1065 U36I - US 

MradPortrallotSUg). 1439 3201 ..— I - Da 

BarfegCbmaev Fend Ltd Swl 

U* DollJr — 513.74 1 

Slrrlmg LL6 03 +0J1 - 

DeiiUeaniin*. DM36.14 +03ll - 

JopraeieYfo YJun ....I - 

Mraagid *3551 3729 -0341 

Dantrust Han 
DantruM Lhnhed 


*nUH Boom — 

.Sterling Brads 


mav Mnl _0 ° l " uiinniS6ar«2ZZZIZi 1502 15731 -0.2 

E7 Sl^ 8 '”I +0 01 13.9 

I *» ‘j LUXEMBOURG («] 

4031 73 OB F8od International 

_ | _ CBFdMI 1 S19JJ3 I 1 

FdSli 
10 02 

£1097 1236/ +0.02 
S9.73 10 04 +Q02 

*10.93 11331 +0.03 


Atoji5fuM57ra l "* t " rtrtWto.SBvte fU 

SS^fSXSSSL SS SsSaSShtiL-f 'RiT 

Drrate IntercaattoHrtal In*. FiL MFM lid 

AAVJan30f<6-U- — ISJJ61 U29I 1 - Mwtsoa tol Anri «... ||U4K 13331 

CUen OEnttzerianA Invest. MnoL SA **»•» ^ BoM/e. UJ58 ilsw 


1 * Schroder Ami Si J4S535 5381 „ 

” Scimitar Bermuda Finds ' 

Scimitar Fubwes FdZj*2-417 23391 

SraremeedFd J**« -I 




I Segcspar Sccnritles (Bamnda) Ltd 

CmaUglidunfteSlJ *18.170.96 1 _..l 

I - Seoul International Trust 

— I - Frad Mar Karra Invert Trort Go Ltd 
1 - KAV Feb 2 Woo 30J24 0* H>H ubM 0*143,941 52 

— 1 " The Slam Fmd CCayiium) Ud . 

I JJ. Slam Fdnnv Job 51...1 *25.48 I I 

137 Stem Smaller Companies Fmd Ud 


- Caad-Cwe Myras Inter 

- MlaihaiHihiL. 

“ SbAh IMenfinek — 1 110 07 
“ U5*nhdtas~ - 


- USSTfclnken 


MIAFvEalFd — men cun 

RriUfebttl Girth Pd_. U-*’® L073 

Royal LHe I Ml Pirn .... £3241 3486 .... 

AMlrtoAPMOShd.. £1332 13M 

«?2l»Wraea5FZ. £0 922 0.992 -0.012 
£2.101 2267 . . . 

C0 9B9 1064 +0 003 

XL 136 LL36 -0.005 
SI 118 1277 -0.07 

*1.122 1.282 -801 

£1119 1278 

£1.113 1.172 — . 


Elders Buitaerti 
Eldto AAR MHL Trt- 
EMnMra.Me.Trt_. 


0 Invest. Mr 
IS9L30 97 00. 
FriEUS WMl 


MwManaMBoMFV. U3M 11.55A 
_ Manama MferaFrt- 25916 27289 
_ MwHmaUIC Fd £1 983 L983 


_ Lramp Ml. Fd- 
LWISM Growth. 

- g5Ti«!!?. 

- SAU.2. 

- SA. 

-SJL 


*13.74 

£1603 +031 

DM36.14 *031 

Y3630 .. .. - 

*3551 37-29 -004 


SrioFtwOrnro 

duratoYm CvnaqrJ 
■Cerreocira 


- ES Securities lid, 

- Tan ga Era to tent Fd— I 


a = = 


S3229 — - Ss 

if ZZ g 

gffgSBK:- = = teS 

EmAro Dofer Fd— OT.78 - McOI 

Ermtuse Jersey Fd — £981 530 McO 

Em. HTOMFdSCOtrl — . *15681 T McD 

ss aBswr-BiwiSP"- g 

gSfTdlSraPST 4 ^* i — i - S£ ! 


. JSJLVSS^.^61 16.74 


♦ _ Singer & Friedtender Ldn. Ager 

1 Z Tokyo Tn KAV Feb 2 I *19.00 I 

— I ~ SoraltrCasTdJaal9 11523 161.0 1 


- M tP o ranH a Ce 

_ - McD Hera Art«mga_ 
530 McOFMArbftrogL 

- McD Fetom.. . 

■V) McODtonffle* _ 
n _ McOBrtdgaratraFd- 

P4cO A ArnreGwtk ... 
UeOSetoCWUdFd- 

- McO FgrvaFC 


z 27 Both Loot l«PdBaEC4«0aA . 01-6233434 

— ■ Z MMMBSilrapM— IM5 U375I -I - 

“! - Dartingtm & Co Ltd 

- IQTkrCfWMnLPgwgthPUJA# , 0752673873 

...._ - Morey MktJUc Ju.75 10.76) J4.9dT otr 

EdtegtOrt PtC 

— -I - lKtoo Slrttt, Moacftesttr M2 6AW 0618342535 

HlCAi£L00O<+ 1 144375 UJOl —TZl Qtr 

I - Financial & General Bank pic . 

— I - 13 LownleF Street Loadan SW1X 9CX , 01^50036 

» , _ sMessKSss as! m z 

Gratmare Moray M ana ge m ent Ud 

2-3WMfeHratVrad,tradooS£llN3I , Dl-a61425 
„ MeroyMoglAcct — JJ4.O0 10.961 15230 MW 

• Gifuhaqk pic High Interert Chetpra Acs 

l 10 Mjjk St. Laodoo EgvaiH , 016006020 

1 - ELM0-£2999 ZTio. 75 9J5 lL»[T»rty 

d E4 00CNE9.999 JlLOO 45o| lZt7| Trait 

Ub.000~£49.999 11.75 10 00 13J3) Y«rrt| 

I _ £50,000 112.75 10301 lKODlYtotf 

Grefuod In* Mngn/Allied Irish Bank 

I _ . High lolarert Cfccrae Aecorat 

55 4SWW 


- Skndffoad 


tkMzssziMr* isw> sszng 


1"::\ - Fklefttylrtf far : 

- Ojor5«Portftd|g 


rtftdM — 1*10 10 1081 + 0.06 
Fd 1*1188 -I +0.181 


CM 11*9 
lib L20ll 


--.I - Fidelity In terna tional Service I 

&UM SStoKraSC^- 1 ^®" 10 W 

Drauui ijaihol . .“ . lOkrUlU I12ul I - AMwCIn EdgaO - — Jc8 89 893 f -O.0m2.09 CnmrmyUX 

Dumeuil Asset Management (Guernsey) Ud Midi am Bank TsL Crap. CJenear) lid,. fJ^mul' 

Corntml Entcnsln Faad Ud , . , M. Ml 0>rarvGIA.JZf«.72 9S825T -OibhiM GtoSlLdisiriiW 

PCFCirtrelliHiGwtkrd^EliSIB 132661 1 - M. BA. O^kore BnwL-|*L46_ -L5l| ^-.[6-79 Crobal SrtraUwtz) 

ttj't'jl Imad Du Hx — I U). 7996 D 8090 1 I — M. BA. O^lwre Magd..l 132-69 19L30l +081 - larastloul 

Five Arrow* Inti Bond Fmd MW Britaania btematiaml Umtted sSSSfeSrasa 

WortdUJ 


WAV prr%lftve . . . I SI 056 

Framiingtan Overseas Fuad Mi 
Uraugn) PsrtfeliD . J CD. 7908 88+04 

Adieu rad mu GENERALI SaA 
Slrrllng Moiagrd FA l(2b2S4 ZfbJt 


it Ud. 

HLooed - 


Surliog Moiagrd Fd. I £26254 zffc36| I - 

OaU4t Managed Fd 1*152-18 19L77I .- ..I - 


John Gavett V 

Count IK "I MrreL 
Goretl High Inc GiN. 
Goreu For Eon lav 
Energy & Antmrcei. 

Wavelet Throemfli 

loti hrr-Stlg Hlsh Inc 
[MlCm-lnuHK^ tnc . 


Intern ati 

£0.983 1002 

mjrao 03820 
*1 106 LI 82 +0.002 
SO 722 027241 +0 004 


Wavelet Throemarion Manat Ltd 
loti hre-sm Hldi lDC- |£9 914 10 4481+1 
fnll 6re-+ntl Hira kK -JS4E 797 51472 1 -C 
Henderson Admin, (Guertsey) 

Wimrlln Prwl .111198 1270 


+0.046(1026 
-00371 kU 


ELU»crdCwih SPrtfls S2 03J 2277 

BaiancM Gwtb C PrXla. . £1 338 L435 +0.010 

Srtart MkUSPrttlo- . *2 122 2261 +0 011 

toe & Gwth SPrtflo - SI. 748 1856 -0.003 - 

High Income l Prtito.. . £0603 0637U -0 OOl 


Kill Sarraxl Fd. Mn«*. (Guernsey) Ltd 

Gmrarelrt 17323 78321^01212219 

The India Fond 

■terrW Lyra* fcdl Coaital MagM OOgrl IM 
Feb I MAV 197.930 (»S663lffor MammM pUT) 
The Indeneslan Capital Fd Ltd 
RtrrAI Lncb bfl Craftal HagM Wgr> Lid 

AAVjan26U(fODhltl._l *10.19 I I 

Kleinvrort Benson.Intl Fd Mora* Ltd 
Ml Egty Gwth Acc —13815 410 DI +02| 

MJ .Call C-th Inc .. 1226.4 243.41 dJ II 



75 77 79 _ 

S23J0 24 

*14.12 14. 
*14 47 15 1 

*1508 1533 


SUL 67 U723 
54141 43.48 
*6680 70.14 


■ YRA S Growth Fd. 

5^ YRA Spedal Opps. 

- Royal Sbudia Life Assurauce Ltd 
ColUrara Hfe, Fait Erin, MM 062AJ 

098 SUg Drilaa Mngd . — [£1.023 L 099 -0002 
0 ,g« Stlg tolraeaV — 


1 *10.78 I +004 1 

Bwni 


oi4 Fleming Gmp 


Balanced FaM *2341 

Ftemkig Japan Find T4Q.415 0188 

•f h—rt ra ra Flifaa- *2119 22.66 
JraaaWanrartNAV— *9.71 


-OOSl - 
+178| - 
+ 0-121 - 
+0.051 - 


nig tresooura . 

S 2 S*T.?. 

SAM. 2. 

SAN 3 
_ SJLW.4 
_ UKEmt 
_ KEw._ __ 

_ Swcxi SmteBara. 


I!.OJ 1230 - 0.001 
£1.060 1246 -0 002 

51016 1 086 40.001 
*1033 1 UO -0002 

1127 .... 

1230 +0001 
m 1073 +0U01 

£1.044 1122 

952 

6 _.... 
J 

0 




Mag— n Fmd Mngmt £Bem»da) Ltd 

SSS“^ SH 8 I nl 


Far East Growth Foud 

FraEartCrowtt 1 *16351 

Fidelity DtsbrS — 

Am Val II Con Jib i 
Am vol II Prf Jon L 
Art VAN IV. 

SSSKfi'?" ..J817JO 1827 

SSSrSra— TK mIsITO. 99 
Pacific U1 Zl *392.61 41224 


Gartmere Luxembanra 
- febrMwMrCmwth. — 11055 


It NAV— I *9.71 I +0.051 - SuaJSrtWIhoBoW. 

Lnxembm ra SJL Son Alliance International Life 

tot*.— 1 10SS U oof *004] - ?0 Oo* 77. KewSr StPrterftkt. 

L, *10-9566 | +03608 - M C Hreto tagi Sa.04 

4 1*1028 10.61 1 +0.13 1 - PraHteEmitoS- *938 

Ml ContocyS.— *4.13 

six 2 ilS — - SB?— cTOzz: SS 

ill S| = i 

JILS - Target IntematlonM Grom, 

i83? I I Baeil/BT" * 1 

990 3 SIS — " W»ft 

V.98 M54 . — - Vo Pras Pfao. 


Jl E 


Enrme Plus invertissHi—t vskavj USDadwOmZ— -.1 *9 74 I 

SSta£Sf~ , ' ate* s-wrt 

w-Bfri i -i 

toKjpliMrwwT mas \ .-..I - Malaysian Smaller Co** Fd OCayman) Ud 

FraEtaterwUc. f *16351 I 1 - I -I 

Fatures 

, SW59 zzzl 

+0* OM SKSSiSKtl S3 I =1 

*170.99 | +oS rv — rcraiSSSSlZ 

paafltio 1*39261 412241 +351 0.04 gmrGTDUMfenM. *1357 , — 

SroSb^Si 1 ^: SUBKM ZE 

Maturawv CAB Fd...25FlS.63 873 i . — - 5rOTk»kurBiK— SJL0W9.4J 

Forbea SreariUq Bhuiaramunt Ltd mint AMaf cm U4... S9B51 ..... 

1 412 434 1 — • U.9 FBAtt m »n GTD FUL- SU7.U 

SSr+j _ Inzs 3 . 41 1 1 15.4 MonsaBc+udtaepi. siw.n — - 

1*3.06 3J4l 1 - MGAto^cLM. ..... A WO* 

Formosa F md ESS«S15 T ,, r2 t I 

eujui aminiiidirtaWKlttan MMIl ft KAY J« 3L...I J9^ 1 —I 


: S9; 

‘ 

- erato Com si oo 

Era to Japan Acc. Y141 

|4i*ir ngrdk- *1.41 

Earl ly UK £116 

- EratoCanU Era—-. *134 

- E—ylMIM— . *117 
Earn* — A m a re ra ■ *1.27 

_ aoroint acc. ss 28 


Barton 

*1252 13.161 


*1134 11-92 

*121 ' “ 
S2.00 


IS _.. 

m\ -- 



MM lac. Jte 
BcMDEMOcc 

Boon DEM tac.l 
Boon Dollar Acc] 
Braid Dotor Me J 
Bead Swrdm Acc] 
Bona 5wrom lot 
NwbMcoraeAcc.1 


149 ..... 

1.49 

1.72 

IM 

1 24 ..... 

1X4 

854 

660 

0.96 


UD .... 
w+r 0.99 „., 

*983 9 94 

SKi*3e 9.48 

' 1 14 

_ „ 0.98 


*11956 12076 


: tSSfiSf 


_ fF> Stood UrrtrCmk— 

- SodttJc Asset Ms 
Z SAM DMrsnttdtac.. . 


neat Inc. 

104.72 I I 


fto mb et U y ite Ffaance Cum 
— ‘-ft.WMetenraBd Bratagnto , 0256801963 
13 0 1027 14 09] Otr 

; rafi 5 *!E 3 BI Sll 8 ll S 

Z Uoyds Bank High Interert Cheque Account 

- 71LMMrtSt,LaMoaEC3P38S , 01-3253497 

- poo* .-Taro 7 oo 9 mi mu 

' RJ22JL 1120 9.00 1250 MU 

* KJSK? - ,1 1L90 9.20 12 SO MU 

- £30.000+ — 112.40 950 1 13201 Mtlr 

; MS G/KIelnvrorl BaNsan 

- !?A. C . H S*SS orlJ H D » ,Ra,,lrt . 266266 

- H I CX ui. 500+5. .21325 10371 1452Ttato 

- Midland Bank pk 

* TOB»2Steffh*£ , . 0747128635 

Z Wlto tofr q Acc 112.14 9 SO 13J3|Su 

Z J“-2S8«i...- - 12-78 10.001 1384f fo 

~ £30 000+ . _ 1 13.42 10501 1456 Qtr 

Z feroMSa— IAOOO»_ll4J6 UJOl IXotIimSi 

- NatWert Special Reserve A c c o rarf 

^saeaHP as e 

. caoo-a .999 *iL75 9.00 1 12.411 ov 

Provincial Bank PLC 






^ WST^MTM I I 03 gS£% 


14 2919 

rern+WH...|inidH ZJ25Z 
GrowUTrt F(61..iS2B36 30-70. - 

Dm Hag. tfo+tnlgtttJy OeUUg. tMeraMy DuHag 


I GwthlncV - 1 226. 4 


■ — 1 ~ Minerals. Oils Be*. Sin*. Fd. Inc. CkVmi 8o> 

Lu 5SSrai__.“:3*u^ SJr* — mo 8^*“?" 

a|“:.BHS£»Gra» — » 


gBsassf-i °sssa* 

MUlfcaildtoVra I Y10316 

Brivatenken Inti Frontraonev 

Wfc=H 
tSS&StzzrJ u3L£ 


17 h4 

3* -h 

Ub 1 6. 


5UrKagFMMFd 
US Dollar Nfes FCL-. 


, hags USDoaraFtodhlFd 

~Zi725 £<» Sondto...-.-.--- 

I 4 55 non car t c *v w re £F4- 

~ LS ItamSrtBMrtSFd. 
iu+ Diiorart CM £ FA . 


^zssnstr 


LWUdrtnrasRiu 
■UUesoa £ tov-K 
MJUranrS.Pm-l 


Pacific Fvads S-A. Lm 


KB Japan Fund I *275 03 ” . ’ arawamews.— .i«wa mt.n . - 

K5 Surllag A«rt_ r ..)t27J2_ .2752 -...I - Nat. Wesbmmtcr Jersey Fd. 

PlrertwrtnUS.btoU_| Sio.51 f - GlltFoMti] .149.9 S3 

Stojrt Fd Bermun... . I *1623 +0.121102 Erato F 4b) 1203 0 2175 

■Offer mice inmn»e of nmlnren errtln«B »y mage *totl Borel Fdtrt 1 85 3 B8.0, 

ssrj! B ™?.!s l ff i ' ^SsrrS E !js«ssi»- 5 i !a? 


Lizard Fmd Ml 

lOUM Cor Acc Fd IS* 

Larard Ov Acc Fd T 
LuoidCwAccFdUU 

Lund Cw be Fd Dkr 
Looird CraAaFd HU 
LoroidCw Acc FdMoa 
Lum D IM DM .fuel 

BSSSSSSF 

LuOid For East . 

Luard ClabJl Egultr 
Uranl In lac S lire) 

LUJrt IM * Inc (Act) 

Lulrdlrt lac nice) 

UWMI«IUb)l. 1 110.79 1138 

Ld/dra Jjpra Fuad ~ ■'“* 

LUArtSd Port £ Cop' I £1450 15 12 1 -0 03 

I JfJrdKrt Pnrf £ lor I £9 13 9.6MI -0JJ1 



bssbcj M awraarta 1 - MM 


DolUrCba 

..._. 6X9 Surtlaggam., 

zr * t SSSSSSa-. 

56 JrauiYaftBL 

— 7 i5 Narlhmta Unit Tst- Mngr. Ueroey) LU 

5? Pjdlk Fend Jaa 24 1*49.98 5314 1 —2 1 

U a Perpetual ITT Mi 

95 Offshore mu CwUFd. 

Of+shore Am Cwl* Fd. _ 

::: a&WSSrdgJSSf , 

I® OtroirarFj^mFd.. S25M 2.7*9 f — I 

- OfUcre QK GmaUF4._J *13822 L46891 1 

::::: XZ7 Prudential Inti Financial Services Ud 


JHULUj 

HSSSsSi 

r«A Intenatlaqal F« 


North America«L"".Z7. i 
McWemremj Boad. ... J 


Fountain 

SFr S. 00 
SFT2.6Z 
5Frt.99 
SFrZ.62 
SFrZ95 
SFrZ4S 


11741 +o'ra[ - SSwsiagjbYid. 

uuol +05ll - ggigS-ga:.. 

99-1+0.011 - 

ala Fond , wTSSratSthc 

1 1 - 0F5 aragd Growth s 

Z ...I - OFStocmcC 

9 -O.ca - oFSbcamrS-. . . 

2 +o oil - MgdcompostoNa .1 


: SSSSSSSSS^- 


- OrM. I SFrZ.93 I -OOl l 

Z jraKhjfd. — -*!7Rp.V?aierail +orasd 
Z raaraidiNa n. -lo« 8468*1 - _1 

- S.& Warborg Asset Hugmt Lua S-A. 


Zbp BdNhdComp.. 

jgSSSflSSa 



BAV FU 1 ATS3830.4 IM vriro US 
Frradtfnrt Timt IwgdmmHBni 

FT Mentor- . - 2WOV 31 40.49 

FroSEcfmxFd.-. Imuasb mill 


&S I =L 


MSSZSh ~ « « 
SSiSSG&SS 1 Mt, | 

470, 

g^^^r n ?i£Si SA i 

GT M kmp emart 

safiSfe-- 

GTAalj FdW- ... 


gar , . s^fisrrJVffiCl? i ->.«■ - 

SSI ZTl - MratdlonFund* . 

it j _ «S5wE Sm3 :~.| ft* I - 

1 issisfeJ sag as : 

t I - MriU-Octrour 1 *10*1 I +0031 - 

w I — I - Merrill Lynch 

Donor Artrtl PTdUo,, 

4.n| | - FfcrtCywrtttfvSag- 


. _ MihMarHug.....iuiu ojmi - 0453 

st p ndu ae Fond Mw* Ud 

a oil _ Mil Moa Fa 2*ffl87 10.9?! I - 


boa) teik of Scotland pic Pnmtam Acs 
- 6251Amm5Q.£tf«tarraEH23YE ,031-2285650 
453 EW.OOO+... --fL393 10.90] 13.14] OU 

OS.000-649.999.-T D 74 10.75 1*92 Sr 

-04,999— Jl35* 1060 14 711 3u 
£9.999 1 12.47 9.351 13.99 1 to 


Strategic International Md Fmd SJL Saw A Promer/Rabett Fleming 

a U5-* — -T S6.ro I -ZZT ~ swwn Rd. RDadordPMl 3LB. ,0708 766966 

- StrantfkoM Investment Mb* nronradal lm •f- 1 Jims joufJ iaSamy 


1 SLOP 732 U4 -* J *6.70 T __ZT 

“~J ffis as : 

srrrt U0*1 +003 - Taipei Fmd 


Hi Ce SA, 
*1250 I 


+0-141 055 SlOra 




fiTBrttracMtilMM 
GT DUAscblaPd FdW] 
CT Dollar Fd 
GTEnropcFoadWH 
GTOre small Ora SS 
C7GUH Srertf OWiL 
BTGMTrUFa.tri J 


1057 Meant U in. .[181.9 

- dnreuaam. I mi 


I ».« 

♦0.1 1 000 


-0.08 BoHrl«M?...^!!-”]!lrt4 AriMl -*] 

-5« 125 YraBoodFd* Jr 184 194 5 

LturdS-H Pert SCap..|S13 53 1461! +0.03 - Jaua to u FdT- » -.j 48 6 AJl— 

ssfirr'.^-.lsa aw ^ 7 s issstitsssssf 

ai' “« F i8»re-i | iw ssftisaisi^t'aai 13 

lAuonUDlu) ...11314 90 139381 I 2*4 MtaaUaesIScaUr -..1*2.29 23014 +L 

MiniiiaaalBoadbOt..isi367 LJ771-L 
rmceiratofil AridMMy Ftb 7 


15 121 -0.08 - S?"+r!2FWr- 

9.65ri -OM 125 V«8«WFd-. 


?-«- l !W4g D a®L,| -03, 8 09 

t=hr ri J*"- 


LulfdU K 

M & G Island Fi 

HUM - . 

iAbcua Ifcltr) . .. 



OTHER OFFSHORE FUNDS 

- ATSP Mamgemmt Ud 

z i i - 


CTJjgMiCcsQtttarU 

GT Korea Fd ID... J 
CTBtKsCgNCCroCpI 
CT KcxJj M Ca fd Ul] 

crSriDMjrMtotUj 
CTSH cm tort tn 
GT Sri Ml Bd Pori ml 
cr r+cArotora Fdtrfl 



+062 0141 

SS I ifcdIHmrMtooBb— 
3” 140. Jg* r SSte28t- 
+0.22 SS tSiUKatAnrfifloAj 
4022 aJl l World Bat Bn PT+Pv 8. 



H ss Bgcmt-w | -j - 

«*££ ESSST&SBr) 2 S 3 1 rrJ r 

vs 

— - bwciFmflll.i(H„ W. 


: s««roKdrrtBii-T~ »^io T‘“rr - standard Property Investment PLC 

- Taipei Fmd 15 * Wi N Su | | | | «.CdtaranbEHz2PP. 031586823* 

c/g Prada Klal-Bath e C+ptUri Fundim ttxnMeil IM TtrillnM n'raTiTiTl^?! IS^Ttearp 

HAVNTS325a40l»WSlZ4tSrS» ®»* & Trust Ud 

Z Ste«£rfSSd Tsm-X 1 - - 

- Uw Thailand Fund Tyndall & Co Ltd 

- NAV FU 2 81 M. 894, 796 44 1 M voire 115*3458058 29-33 Prtocm Vlcurta SL Brtrtol QZ72 744720 

. The nulland Growth Fmd -/UH lfl^l U 07 ] ou 


NAV Jan 26 USS17.31 
Tha Thailand Inti Fmd Ltd 

- wufe iniaraim 1 it 

- IWVjSiZb :T *22.17 I 

" T- *rav» Price AsncMta. Lk . 


11.75 
. 122 * 
Tyndall & Co Ltd 
29-33FHM* VIClartA SL Bri 
Dwm dAcc. — . — I j3^7 

WMA ... 

WMACT0q,000*„:,|u57 


aBKME;:IKB SSIBSI 


Ji “ SSSS^Sb = 


-O 07 

LQ1 
*0 25 8.U 
+051 11.97 


is ... i 


- agg gteLfte^ “om 

Baser?!! sts “fs 

" gK^SSggrtz: SSS USS S8i 

s 3l 


ifi KM Incra n e & Gratb r- 
7.95 NAVFcbZ 1 *1644 


II aWSM-^in 


GW Investmeet Magmt Ud 
era Grareafevd FumUKir I NAV Dk 31 S9*4 


S 7^ 

M 1X245 40 01 


iEfflfera^-BaS 4 HfBMt 

Western Ttnst High Interrat “ 

SSSSSB^^^ 


Natioul Mntml Irace Ca terawda) Ltd ira^frara' "^“ZUn^ etos 
A m fed Mrad Fara... MJO ».»T — I - OrireuilraFrad ... Is24 17 2saS 


6 *5 i sasw 

S : 

8 - 

w in siwtirocojA.- 


Am loti Mrad FoM-.. hub: 

The New Zealand Fra* 


I Y2B 

1£SJ fesssa 


*256 272 +0 01 

LL52 162 

EaiM J79 +0.03 

CI 89 201 *002 

Y516 548 +12.0D 

£232 225 +005 

SC. 06 228 +OD1 

a 33 1.90 +0*1 

a 22 130 


GalaONTtacy HecfeFmto Bu—erumuwu oeh*.^ uv 

-• • TffLft- - ■l * na^Frart. MM* M*l - . 

QmU Hi JrH . ...re . — IS148 3 2 152Bi *,..1 — — > T tnnyiiMiBl NiiiiiMniiit 

“=! : BB@f!rWTk 

I ^Ar 


m 


unraui Inc Frad ... IS24 37 2 
Pacific Ira FdSA I ... IciI.IA i 
Pacific Mi Fd SB on [DC43LS3 


SSl^b-as 


trawl rau bn Cr limuliraSralW 


■■ V: •: 


Gartmere Fd ten (Fhr East) 

A4Nr»la Trt JoaS . * *4 680 5 OK 

Japan Fd Jie 25 U46K 13.740, .... 

8 AAhvfmTil JnSL— S315B J4JM 

fell Boro F4FU1... Ul-W 11.965 
PadfNTrtFebi- .. KElffl AB 
YImVIWFU* S447M4S195d 
FdF+62.._ SMJOOU39H 

. it JO* 25-.. *1821 1822ad 

fMnZkmurai— 113U316.74M 




PacHkta+FaWre+C. 1 blf~~ 


UWTT TWI ST H0TES 

- irorawra Stobu s^Ss. tM** 


^E50L4relnraa..._ jSISTi 
fT5£ lOOMOra .. .j||Qnn 


lOOMO" 1 .. .JSIOQO 

&9>KSr:r8KS 


“"’I =1 

i 


5 -S P 500 Inde* ISUJ8 

Nil kn Store Arenige. JilUg 




: aaejinry 


- grtoto tafcl oil 

: mosux** 


H'S'#- 






'r> ■'*>, »- 

. ' 1 e 
V ‘‘4a- 













27 




&$$$% 

r 

t :> t !? 

**£* , V; 

££■?> j 

. y-<4 !■*' 

Sjjg 

** (£*3 

-oi' ( Df >. 

:*•;>: .N 

^ $j! :i. 

r . 

■a?.'! 5* ;. 

•i-j ;. ^ 

'V~v 

: V^ ; 

Srkep' 

inds 

-as 

S***^ 

ura 




FINANCIAL TI& 1 ES MONDAY FEBRUARY 5 1990 


MONEY MARKETS 

Australian dollar 
to stay volatile 


IT IS not uncommon for 
currencies to take the strain 
when a Government with eco- 
nomic problems faces an elec- 
tion. An example is the Austra- 
lian dollar. Two weeks ago Mr 
Paul Keating, the Australian 
Treasurer, said monetary pol- 
icy was to be eased because of 
a "marked slowdown which 
has occurred in several sectors 
of the economy." 
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Since then the Australian 
dollar has been volatile. It 
weakened from 79.00 US cents 
to a low of 75L50 cents, as the 
market took a sceptical view of 
the ruling Labour Party's 
motives. A general election 
must be held by early May, and 
with high interest rates 
squeezing living standards the 
result is hanging in the 
balance. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


POUND SPOT- FORWARD AGAINST THE POUND 


LONDON RECENT ISSUES 


CROSSWORD 


No.7,I56 Set by DANTE 


* An electar&Qy popular move 
would be a cut in mortgage 
rates from the present 17 per 
cent. To this end the 
authorities have nudged cash 
market rates down 54 per cent, 
but further reductions are 
needed if mortgage rates are to 
be reduced.- - 

Foreign exchange dealers 
believe the Government Is 
happy with a weaker currency, 
but Ministers did not expect 
such a sharp fall on a 
relatively modest easing of 
monetary policy. However, a 
recovery of about half this loss 
is likely to encourage a further 
cot in rates. 

Stop loss orders were 
triggered when the currency 
climbed through resistance at 
77.10 cents, rising to 77.40 cents 
at the close in London on 
.Friday, A further move up to 
77.70 or 78.30 cents looks 
possible in the near future. 

In the longer term, further 
rate cuts may bring the rate 
down to 75.00 cents, but in a 
more controlled maimer. 

CURRENCY MOVEMENTS 
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DOLLAR SPOT- FORWARD AGAINST THE DOLLAR 
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ACROSS 

1 Song about a sailor overseas 
( 6 ) 

4 It rarely turns out tike this 
in books (8) 

9 The French always turn 
back from this show (6) 

10 Players' entrance at the 
football ground? (4.4) 

12 Eats when the sun comes 
out (8) 

13 Country girl on the vessel 

( 6 ) 

15 His victims got it in the 
neck (4) 

16 Napoleon's novel home (6,4) 

19 Appears to accept poetry of 
acceptable quality ( 10 ) 

20 There's need for variety in a 
garden (4) 

23 Content of a book (6) 

25 Animals cannot be put 
inside this vessel (8) 

27 Told off (© 

28 Knock out some foots about 
an aircraft (6) 

29 Allocates to workers on 


DOWN 

1 Endless assorted tropical 
fruitCT) 

2 Coming upon a river may be 
exciting (9) 

3 He had high-flying ambition 
but became unstuck (8) 

5 The bird or one encore? (4) 

6 Watch dances In which one 
has pupils (8) 

7 Perfume from Car Oman (5) 

8 It was used for suspended 
sentences at sea (4-3) 

11 Write a number of chain 
letters? (7) 

14 Beautiful girl who causes 
havoc? CO 

17 German car is not beaten In 
performance trials (9) 

18 Gets up, but it involves a 
scramble (8) 

19 A little bit of heaven (7) 

21 The last place a Buddhist 
wants to go (7) 

22 Journey to the game (6) 

24 Fruit of the melon variety 
(5) 

26 A state of pure chaos (4) 
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IRELAND AS A FINANCIAL & INVESTMENT 
CENTRE 

The Financial Times proposes to publish a Survey on the above 00 
20th February 1990 

For a full editorial synopsis and advertisement details, please 
contact: 

ruffian King 

on 01-873 4823 
or write to her at: 

Nmnber One, Soothwaric Bridge 
London SE1 9HL. 

Or Richard WUOs 
Herengracht 472 

1017 CA Amsterdam Netherlands 
Tel (020) 239430/225668 


strike (53) 26 A state of pure chaos (4) 

30 Light sleep? (6) 

The solution to last Saturday's prize puzzle win be published 
with fiaww»« of winners on Saturday February 17. 
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Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co., and County NatWest/Wood 
Mackenzie In conjunction with .the Institute of Actuaries and the Faculty of Actuaries 
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Figures In parenttwsss 
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CrovrlalVU ThlT^rffliTcW and County NaiWest Securities Limited. 1987 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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Where the 
fear of 
cannibals 
rules 

C ompanies hungry for 
new markets could be 
forgiven for seeking the 
juiciest flesh Into which to 
s ink the corporate fangs. That 
pi pans looking for the most 
mouth-watering margins, typi- 
cally high-value, low-volume 
sectors where scale is small 
and the risks of entry are cor- 
respondingly low. 

In the search for flesh, how- 
ever, an alternative strategy is 
possible: cannibalism. The 
approach is summarised in a 
recent article by two McKinsey 
consultants*. The authors are 
not suggesting that executives 
eat their own flesh, or even 
their cabin boys’. Rather, they 
point out the advantages of 
entering market segments in 
which competitors cannot 
respond for fear of cannibalis- 
ing their core businesses. 

The most a tt rac tive sectors 
for this approach are those 
where businesses are using 
profits from one market seg- 
ment to subsidise those in 
another. 

Such subsidies have been 
common in the flnandai ser- 
vices business. Banks have 
often used hefty margins on 
deposits or personal loans to 
subsidise commercial loans. 
For many years full service 
stockbrokers in the United 
States charged their small cus- 
tomers hefty commissions, to 
offset the increasingly slender 
margins on their business 
with larger customers. In 
another service business, tele- 
coms, MCI was able to enter 
the US long-distance market, 
because at the time AT&T was 
mring profits from this sector 
to subsidise local phone calls. 

History's lessons 
As these examples suggest, 
businesses which have until 
recently been tightly regulated 
often have historical legacies 
of cross-subsidy which cannot 
easily be unwound by the 
existing participants. Their 
cost structures and corporate 
cultures predispose them 
towards the existing pattern of 
subsidy. Indeed, in some cases 
managers will often have been 
brought np to believe that the 
cross-subsidy is an important 
social benefit, one which the 
company exists in part to pre- 
serve. 

One way of hunting for new 
markets worldwide is thus to 
spend some time looking Car 
cross-subsidies - whatever 
their original cause or ratio- 
nale - then moving quickly to 
exploit them. “The key to suc- 
cess,” say the McKinsey 
authors, “is to identify situa- 
tions where the cannibalisa- 
tion wfll be so expensive for 
existing players that they can- 
not react until the new entrant 
has already developed a strong 
position.” 

Cross-subsidies are not the 
only opportunity for exploit- 
ing companies’ distaste for 
cannibalism, however. Indeed, 
any business where high-mar- 
gin and low-margin segments 
co-exist provides an opportu- 
nity of this sort. Two more 
examples: 

• American carmakers were 
reluctant to manufacture 
small cars like those made by 
European and Japanese 
importers, partly because this 
segment of the market has 
lower margins. 

O Sony has been able to cre- 
ate a strong position in profes- 
sional broadcasting equipment 
from scratch, by starting with 
low-tech products based on 
consumer electronics, and pro- 
gressively moving up in tech- 
nology and price. 

Starting low 

As these stories imply, the 
cannibalism theory explains 
why Japanese competitors 
have so often been successful 
in starting at the low end of a 
market, where established 
companies - unwilling to can- 
nibalise their high-margin 
business at higher price points 
- are often nnenthnsiastlc 
competitors. The new entrants 
have been able to establish a 
firm beach-head, then move 
higher np the price range, 
where margins are juicier. 

The lesson for would-be 
global co m p eti tors Is not jost 
that today’s despised bottom- 
of-the-range entrant may be 
tomorrow’s rival in premium 
markets. It is also that an 
attempt to enter overseas mar- 
kets by going for high-margin 
niches is inherently more vul- 
nerable to counter-attack by 
established competitors than 
an approach which starts in a 
part of the business where the 
fear of cannibalism prevails. 

Peter Martin 

*Signposts for global strategy, 
Joel Bleeke and Brim Johnson, 
McKinsey Quarterly, . Autumn 
193$ 


“THE FLAYING field is more 
complicated in telecommunica- 
tions than in football. It is a 
multi-dimensional field that 
can be titled in many different 
ways.” 

Sir Bryan Carsberg, Direc- 
tor-General of Telecommunica- 
tions, is the man who was 
given the job of tilting the field 
to ensure fair play when Brit- 
ish Telecom was privatised five 
years ago. He is the first of a 
breed of regulators appointed 
by toe Government to act as 
watchdogs over the newly-pri- 
vatised utilities. 

During the post-privatisation 
period. Sir Bryan has culti- 
vated an image as the cham- 
pion of consumer interests. He 
has put in place a formula 
which requires BT to reduce 
its prices by 4% per cent in 
real terms each year and has 
told BT to compensate custom- 
ers if it fails to install or repair 
telephone lines on time. 

At the same time, he has 
been a great advocate of com- 
petition, believing that this 
will provide consumers with 
extra choice and give BT the 
best incentive to improve the 
quality of its service. Accord- 
ingly, he has forced BT to open 
its network to Mercury Com- 
munications, its smaller rival, 
in order to allow Mercury to 
get access to BT customers. 

The policies adopted by Sir 
Bryan and the Office of Tele- 
communications (Oftel), which 
he heads, have had consider- 
able success, most notably in 
promoting vigorous markets in 
telecommunications equip- 
ment, mobile communications 
and value-added data services. 
He has found it more difficult 
to crack BFs monopoly on the 
basic phone service, in which 
it still has a market share of 
over 95 per cent 

Never the less, while Sir 
Bryan is highly regarded as an 
effective regulator, there are 
some doubts about how he ful- 
fils that role. 

There is a constitutional coo- 
cera that he has an immense 
amount of power over a vital 
sector of the economy but is 
not properly accountable to 
anybody. 

Sir Bryan's initial response 
to is tb«t. his independence 
from Government Is one of the 
virtues of the British system of 
regulation, not a vice. It means 
that, day-today political calcu- 
lations do not interfere with 
important long-term decisions 
on regulation. “We don’t want 
[phone] prices held down 
because an fllprHnn is m uting 
up,” he says. 

Sir Bryan then goes on to 
challenge the description of 
himself as an allpowerful man- 
darin: There are “very real lim- 
its to my power.” 

He points out that he is 
answerable to Parliament, 
although in the five and a half 
years that he has bring doing 
the job he has only once been 
called up before a select com- 


MONDA Y INTER VIEW 

Freeing 
the phone 
networks 

Sir Bryan Carsberg, Britain’s 
Director-General of 
Telecommunications, speaks to 

Hugo Dixon 
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mittee. He argues that his deci- 
sions can be challenged in 
court if people feel that he has 
exceeded his powers. 

A civil action was brought 
for the first time in 1989 when 
Compute rdial, a supplier of 
interactive telephone services, 
argued that Sir Bryan had fol- 
lowed the wrong procedure in 
imposing a tough code of con- 
duct on the industry. Campu- 
terdlal and Oftel now expect to 
settle this dispute in an amica- 
ble manner. 

PERSONAL FILE 

1939 Bom, London 
1960-64 Accountant in private 
practice 

1969 Professor of Accounting. 

University of Manchester 
1974 Visiting professor. Uni- 
versity of California 
(Berkeley) 

1981 Arthur Andersen Profes- 
sor of Accounting, LSE 

1982 Advised Secretary of 
State for Industry on 
telecommunications lib- 
eralisation 

1984 Appointed first Director- 
General of Telecommu- 
nications 

1987 Re-appointed D-G 
1989 Knighted 

Finally, says Sir Bxysn, “it 
seems to me that 1 am account- 
able to the public through toe 
wwBn if someone in my posi- 
tion took a decision at variance 
with public opinion, there 
would be a storm about it and I 
would be under heavy pressure 
to change tack.” 

Despite Sir Bryan’s willing- 
ness to consult and to liaten to 
suggestions, it is difficult for 
outsiders to check whether 
Qftd is doing its regulatory job 
properly because they do not 
have access to the detailed 


ffrumHal information on which 
the regulatory body bases most 
ed its’ decisions. 

Nobody, for example, is in a 
position to challenge whether 
Sir Bryan’s formula requiring 
BT to cut its prices by 4% per 
rent ead) year is too lax, tOO 
tight or just right. In this 
respect, the British system of 
regulation differs considerably 
from toe American system, 
where huge amounts of infor- 
mation are published and poli- 
ticians and lobbyists con- 
stantly make use of it to 
challenge regulators' dwHcirwa 

Sir Bryan says he has a pol- 
icy of justifying in a general 
way his reasons for a particu- 
lar decision but does not give 
detailed figures. He admits 
that this nwanii that nobody 
would able to challenge him on 
a matter of fine-tuning — for 
example, if it were just a goes- 
tion of a 10 to 20 per cent dif- 
ference in opinion - bnt 
argues that people would be 
able to complain if they “felt 
something outrageous were 
happening.” 

He points out that he does 
not have a free hand when it 
comes to divulging information 
about BT, because he has a 
duty to respect the company’s 
confidentiality . 

*T can disclose infnrmaHnn 
for the purpose of my regula- 
tory functions, but not just 
because it is of interest Put- 
ting inform ation into the pub- 
lic ^flwaln is going to heifo fh* 
competition and, in that sense , 
it is going to be to the detri- 
ment of BT.” But why should 
Sir Bryan, as somebody who 
favours competition, be wor- 
ried about helping BT*s com- 
petitors? His answer is that 
revealing private information 
is not the right way to help 
competitors. 

Wen, what about the argu- 


Football’s lack of 
commercial sense 


S ir Peter Taylor's final 
report on the Hillsbor- 
ough stadium disasteris, 
as one would expect from a 
Lord Justice of Appeal, a dev- 
astating analysis of the mal- 
aise in football, it is altogether 
less compelling in its prescrip- 
tion for curing the ills of the 
sport Perhaps judges are no 
better than ministers and civil 
servants at gaug in g what axe 
the right remedies for social 
problems. 

Overcrowding on the ter- 
races at Hillsborough was the 
immediate, primary cause of 
the disaster. But the fatal 
crush of so many human 
beings behind a rigid wire 
fence also represented the bad 
administration of those who 
organise and manage Britain’s 
national sport 

The police took the brunt of 
the criticism - justifiably so, 
according to the interim 
report. Now blame is properly 
laid at the door of tire adminis- 
trators. Part of the problem 
has been that crowd control on 
the private premises of football 
dribs has not been fully recog- 
nised as an aspect of public 
order. Until now Governments 
have not insisted that the 
police should be in sole com- 
mand at the ground instead of 
being lawful interveners on 
private property in a game con- 
trolled by private ownership 
under limited public regula- 
tion. 

Most of the big football 
grounds were built in centres 
of dense urban population at 
the end of the last century 
when tew supporters of the 
local team travelled to away 
matches. Transport for those 
who did attend presented few 
problems. What additional 
spectator accommodation has 
been provided over the years 
has rarely been accompanied 
bv adequate ancillary facilities 
such as toilets and places of 
refreshment. Safety and com- 
fort have come behind the 
interests of the game on the 
field. All this is chronicled in 
the report 

Sir Peter makes a wistful 
allusion to what used to hap- 
pen on the pitch in bygone 
days. He regrets that the unos- 
tentatious and decorous behav- 
iour of the Corinthian Casuals 
has been replaced by the over- 
enthusiasm that now invarl- 


ira 
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ably envelops the goal-scorer. 

But what Is too often forgot- 
ten is that the days of amateur- 
ism in soccer - and Sir Peter 
might have mentioned the 
more recent successes of that 
other Oxbridge product of the 
1950s, Pegasus - were 
matched by appalling attitudes 
to the conditions in which pro- 
fessionals played. We axe only 
30 years away from the time 
when players were made to 
suffer under the maximnm 
wage system. Footballers were 
paid a pittance in compa ri son 
to their entertainment value. 
The law finally came to the 
players’ rescue In 1959 by 
declaring that such contracts 
were unlawful. 

It is toe commercialism of 
the sport that has consistently 
raiis^ in vain for high quality 
management. Commentators 
on the football scene would 
have been better advised to 
focus an toe financial adminis- 
tration of the sport itself rather 
than on the cuddling habits of 
the players, which do no harm 
beyond evoking a frisson in 
supporters and canting a cold 
shiver among the opposing 
team and fans, including per- 
haps a judge on Ms day off 
from court 

The prime remedy for the 
future is to impose all seated 
accommodation. This will be 
costly but it is toe best hope 
for safety, comfort and good 
order where large numbers of 
people congregate. It is, how- 
ever, too much of a blanket 
remedy. Smaller clubs, which 
attract fewer than 5,000 t amt 
weB spread out in toe stadium, 
should not have to put in seats 
If they do not want them. 

The really pressing problems 
for the policing of football 
crowds have shifted away from 

the grounds themselves to the 

access to them. A colour photo- 


graph of the StacHon Galgen- 
waaid in Utrecht, included in 
an appendix to Sir Peter's 
report, shows how a ground 
ought to be arranged. The sta- 
dium, which is owned by the 
local authority, stands in park- 
land with ample car parking 
facilities Space underneath the 
stands and in comers of the 
ground provides accommoda- 
tion for commercial use. The 
rest provides toe local author- 
ity with sprats accommodation 
which pays for itself. 

Hillsborough itself is des- 
tined for closure, it would be a 
fitting end lira an unhappy epi- 
sode if Sheffield Wednesday 
Football Club found a new 
home at toe edge of the town. 
Other clubs might join other 
local authorities in a similar 
enterprise. 

The report has much to say 
about handling small hanrig of 
football disrupters both at and 
in the approaches to the 
ground. To label these ele- 
ments as hnnhgnna is unhelp- 
ful. The street rowdy la an 
aspect of Industrialised society 
ami not a product of football 
alone, although Htanwiar con- 
nected with the sport is com- 
mon. Resorting to criminal jus- 
tice will not solve the problem 
of anti-social behaviour. 
Indeed, Sr Peter’s own analy- 
sis - that civilised conditions 
at football grounds will evoke 
a civilised response from those 
who benefit from ttipm — dem- 
onstrates a better understand- 
ing of the issue. Compelled to 
use degraded facilities, people 
tend to to behave dismptively. 

The recommendation that 
electronic tagging be consid- 
ered when sentencing football 
offenders is not sensible. Sir 
Peter says that if the social 
inrp wfmanhi now being under- 
taken by the Home Office 
enable tagging to be extended 
to sentenced offenders, the 
measure would be a “most use- 
ful and effective way of order- 
ing convicted hooligans, 
excluded from grounds, to 
remain at home during desig- 
nated matches. Their obedi- 
ence . . . .would be monitored 
without excessive resource 
requirements.” Those who do 
not favour this technological 
equivalent of the stocks will be 
comforted to know that toe 
experiments are already fall- 
ing. 
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“I can disclose information, but not just because it is of interest” 
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meat that more information 
should be divulged in order to 
hoip outsiders chmk that. Oftel 
was doing its job properly? “I 
cannot say it is essential to put 
information into the public 
domain to second-guess my 
decisions,” he replies. 

Another concern about Sir 
Bryan’s period as Director-Gen- 
eral of Oftel is that he has arti- 
ficially binHar wd BT in an 
attempt to inject competition 
into parts of the telecommuni- 
cations wiaritwt where it would 
not naturally develop if market 
forces oper ate d freely. 

This has been most apparent 
in Sir Bryan's policies to pro- 
mote competition for the basic 
phone service. At the national 
level. Sir Bryan’s favourite 
vehicle for providing this com- 
petition is Mercury^ at the local 
level it is the cable televirion 
companies. 

His policy has sometimes 
involved holding BT back in 
order to let competition flour- 
ish. But wonder whether 
this is wise, given that Mer- 
cury and the whip companies 
have been slow to take oft 

“Tve never been simplistic 
about competition,” is Sir 
Bryan’s answer. “The extent of 


worth having is a 
question.” 

The chief benefits of compe- 
tition are an increase in con- 
sumer choice and an incentive 
for efficiency; the main cost Is 
a loss of economies of scale 
because networks are dupli- 
cated, - 

“If that [the loss ctf econo- 
mies of scale] is not too Mg, 
file benefits win outweigh it," 
Sir Bryan says. Competition, 
he ciaimit, ha« already caused 
BT to pay more attention to 
getting prices down, serving its 
customers «ni modernising its 
network. - 

But he points out that BTs 
established nationwide net- 
work gives it such an in-built 
advantage that competition 
would not develop unless Oftel 
took steps to fav o u r the new 
players. This is why Mercury 
does not have to provide a uni- 
versal nationwide service nor 
subsidise loss-making rural 
itions - a requirement, 
it is written into BT’s 
licence. 

BT complains that such an 
asymmetry in regulation 
allows Mercury to “cream- 
skim" its most attractive busi- 
ness customers. This is exacer- 


operat 
that : 


bated by the fact that BT is not 
allowed to respond by cutting 
the terifls it offers to selective 
customers who are in danger 
of being poached by Mercury. 

Sr Bryan wnmiahta that it is 
unacceptable lor BT to cut 
prices for only those customers 
who are ahle to switch to Mer- 
cury. If BT wants to respond to 
the competitive threat, it 
should reduce charges for an 
customers of a similar size 
whether they can get access to 
Mercury or not. 

He nwtwi clear, tbrnipb. that 
Mercury will have to bear its 
share of the social obligations 
when it becomes more estab- 
lished as an operator. That 
time, he says, is rapidly 
approaching. 

Oftel haa taken 9 rimflar Kng 
with the cable TV companies. 
BT complains it is 
to transmit television pictures 
over its network, but that the 
cable TV companies are free to 
offer telephone services - with 
restrictions - over their net- 
works. 

' Str Bryan justifies the asym- 
metry in this, way: “What we 
are doing is giving the others a 
hit of a time advantage, a head 
start.” 


And he argues that it is not 
a forlorn hope to be to trying 
to encourage local competition 
to. BT. Some commentators 
believe that it wifi never pay to 
put two cables into each home 
m the country, but all that Is 
necessary for a healthy market 
is to have two trunks going 
down each street. Customers 
would then be free to choose 
either one or toe other. 

Nevertheless, Sir Bryan 
makes clear that the ban on 
BT using Its network for TV Is 
not perpetual, since it will soon 
make economic sense to inte- 
grate telecommunications and 
TV t raffi c on the same cable. 
He hnirfa out the hope that BT 
.wifi be given this freedom in a 
staggered way - in different 
parts of the country at differ- 
ent times. 

“It wouldn’t be right to pro- 
hibit BT altogether,” he says. 
After aB, “we want to keep BT 
in the local telephone market.” 

The final decision on this 
ami other matters, though, will 
have to wait until after Novem- 
ber 1990, when the Govern- 
ment embarks on a major 
review of telecommunications 
policy. 
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Hying to reach executives, investors and business 
people in Canada? Catch their attention where they 
look first: The Financial Post. 

Readers call It "the breakfast of champions**. And no 
wonderl We’ve packaged all the necessary 
ingredients in The Financial Rost to make it the re- 
quired morning read tor upscale Canadian adults from 
coast-to -coast. Our exclusive Canadian partnership 
with The Financial Times of London allows us access 
to their worldwide network. 

With a dally paid circulation exceeding 100.000 and 
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Financial Post provides a well-balanced readership of 
decision-makers in all of Canada’s major metropoli- 
tan centres. Recent research provides this food for 
thought on our dally subscribers: 

• -7S% influence 
purchasing 
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4096 are top officers {Chairman. 
President. CEO. CFO) 

82% hold a Managerial or Professional 
position 

69% did not read yesterday's business 
section In the competition 

Give your next International media buy "Post 
Power". The Financial Post is Canada's National 
Business Newspaper; the ideal environment tor 
feeding your message to your prime prospects 
overseas. 
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Thriving economies 
arid a middle-class 
population with an 
increasing urge to 
travel have brought 


sustained growth in air transport to 
Asia-Pacific. As Paul Betts reports, 
the area holds the biggest promise 
of economic opportunity for the 
industry in the decade to come 


year of 
Asia’s dragons 


IT WAS no accident that the 
International Air . Tra ns por t 
Association (Lata) picked at its 
annual meeting in. Warsaw last 
October a representative from 
the Asia-Pacific region as the 
new president of the organisa- 
tion grouping 187 airlines. 

By appointing Mr Moehamad 
Soepamo, the head of Indon- 
esia's Garnda airline, president 
of lata for the current year, the 
world's airlines were saying 
that 1990 would be the year of 
Dragon after 1969 had been the 
year of penssfririfca with Aero- 
flot joining the lata fold and 
Eastern Europe opening up. - 

Both Eastern Europe and the 
Asia-Pacific region are now 
seen as offering significant 
growth prospects for air trans- 
port and for the international 
aerospace industry. But the 
Asia-Pacific area clearly bdds 
by for the biggest and most 
tangible promise of economic 
opp ortu nity for the world air- 
line and aerospace industries 
in the decade to. came. 

Thriving economies and a 
burgedning middle-class popu- 
lation with a growing urge to 
travel inside and outside the 
region have brought sustained 
annual growth in air travel in 
Asia-Pacific of more than 10 
per cent during the part 20 
years. More:: recently, passen- 
ger air tr affic baa risen even 


more sharply to around 20 per 
cent in 'some areas like Japan. 
Singapore, Hong Kong and 
Thailand. 

This growth has been and 
continues to be driven essen- 
tially by the wpiwHtwp econo- 
mies and ambitions of many 
countries throughout the 
region coupled with the rise of 
both regional and international 
to uri s m . " 

In a recent study of the 
region, lata noted that the 
number of Japanese overse as 
travellers Is expected to double ' 
from 5Jgm to 1986 to 10m by 
next -you- and that in 1988 
alone 23 per cent more Japa- 
nese travelled abroad. The 
study added that the relaxation 
c£ travel restrictions in Taiwan 
and South Korea had also led 
to waves at outbound tourists 
from the region. 

Even allowing for some pos- 
sible economic slowdowns in 
some ‘ countries, - growth Is 
expected to conthme through- 
out .Hie decade. Airline organi- 
sations and aircraft manufac- 
turers are -forecasting a 
doubling in passenger traffic 
by the af-thedec&de. 

Schedule d pwBBng ur tnrf. 
fic to, from ami through the 
region already accounts for 
-stout 18 percent of total world 
passenger; air traffic of about 
lbn a year. By the end of the 



Sooth sMt Aston carriers have reported strong grow t h, a trend driven by (ho region's expamfing economies coupled wfift the rise of International tourism 

Asian & Pacific Aviation 


century, it is expected to rise 
to nearly 25 per cent of the 
estimated 2bn passengers who 
wifi be travelling by air in 2000. 

Growth is expected both 
within thr» region — Asia is 
fast developing its own inter- 
nal air travel market with 
more and more local business 
people turning to regional air 
travel and politicaichange 
opening up new regional mar- 
kets lUcff Vietnam — as well as 
on international routes to 
Europe or North America. 
Indeed, North America is 
increasingly regarded by Far 
East and Asian carriers as 
offering the biggest inng term 
economic opportunities. Some 
airlines are now predicting 
that fraffit- aCFOSS tha Pacific 
will Quadruple during the cur- 
rent decade. 

This growth has become the 
mnhnf behind a series of signif- 
icant developments for sririinww 
and aerospace manufacturers 
fllilre. With it, however, have 
also emerged a string of prob- 
lems ranging from growing 
congestion at some key air- 
ports as well as in the region’s 
air traffic control system, to 
the impact of competition, ris- 
ing labour costs and more 
expensive bank borrowings on 


airline profit margins; not to 
mention the reperc ussions of 
strikes, accidents and political 
unrest on the operations of 
some airlines in the region. 
Australian carriers, for exam- 
ple, have been hit by a bitter 
and prolonged domestic pilots 
dispute. 

This month’s Air 

Show, which has fast become 
the world's third most impor- 
tant aerospace and aviation 
industry show after Paris and 
Faraborough, is expected to 
highlight the wmi« tren ds 
m i ptg f n g in tto region's fast 
growing aviation sector. The 
most significant tncbide: 

■ The way growth in long dis- 
tance air travel to and from the 
region is turning into a driving 
force behind the development 
of a new generation of bigger 
long-range jet airlines. Boeing, 
which is expected to launch 
soon the $4bn development 
programme for a new wide- 
body twin engine jetliner, the 
777, believes that between now 
and 2005, out of the $5l6bn that 
will be spent on new jets, the 
countries of the Asia - Pacific 
area will account for about 26 
pm- cent of the total. 

The airlines of the region are 
planning to more than double 


their current fleets by buying 
more than 200 new aircraft 
with less than 300 seats, and 
another 350 aircraft with more 
than 300 seats. Singapore Air- 
lines recently announced a 
$8.6bn order for 50 US Jetliners, 
while Quantas of Australia 
plans to spend $4.7bn to nearly 
double its fleet over the next 
four years. 

The West's three leading 
commercial aircraft manufac- 
turers - Boeing and McDon- 
mB Douglas m flu US anil the 
Airbus consortium in Europe 
- are all vying for a large 

Share of Hu* new marirw* far 
long distance non-stop air 
travel from the region. But 
there is also a growing market 
for smaller regional jets and 
turbo-propeller aircr a f t in the 
area to serve expanding 
re gional at rlfna markets. 

British Aerospace, for exam- 
ple, claims the market for 
smaller regional airliners 
shows “equally impressive 
potential” as the market for 
bigger jetliners. It predicts that 
the overall turboprop fleet in 
the region wifi increase from 
the current 480 aircraft to 
about 785 aircraft in 2005. ft 
also sees an attractive market 
for 100 seat regional jets like 


its BAe 146. 

■ The boom in the region’s air- 
line business h*»s coincided 
with an interest on 

the part of south-east Asian 
countries to develop aerospace 
mamtfarfcnrttig and engineer- 
ing industries of their own. 
Japan, in particular, has 
already expressed amhittmia to 
become a big player in the 
industry. Japanese companies 
are now m ffltiaHng hawmfag 
risk-sharing partners in Boe- 
ing's 777 programme while 
another Japanese group is con- 
sidering j oining General Elec- 
tric a« a riglmTia ring pariway In 

the US company's recently 
unveiled programme to 
develop the world's largest 
commercial jet engine, the 
GE90, to power the new gener- 
ation of long distance jetliners. 

japan has also been actively 
promoting fo to maHnnai co-op- 
eration in supersonic jet 

an gina teriinolng y as pari nf 

efforts to play a significant role 
in the eventual development of 
a second generation commer- 
cial supersonic aircraft to 
replace Concorde sometime 
after 2000 l 

Other countries in the area 
have also actively sought to 
develop an a ero s pace inrinutiy 


of their own. This is the case of 
Indonesia and Hhfna which is 
now cooperating with McDon- 
nell Douglas in the assembly of 
mrnmamfal jetliners. 

■ Fast growing airlines in the 
area are adoptmg global strate- 
gies in seeking to establish 
partnerships with other carri- 
ers inside and ontside the 
region. The prime example is 
Singapore Airline’s cross- 
shareholding aprpemtmte with 
Swissair and Delta of the US to 
create, in the company’s 
words, a “truly global system". 

Qmmfaw hag taken a 20 per 
cent stake in Air New Xaaland 
with Japan Airlines and Amer- 
ican Airlines aign Investing in 
a 7.5 per emit stake each in the 
New Zealand carrier. Thai con- 
tinues to have dose relations 
with SAS, while other re gional 
carriers have sought to forge 
specific partnerships with 
other European or American 
carriers. 

These moves reflect the 
efforts of south-east Asian air- 
lines to boost their overall 
competitiveness. Not only are 
Aginn carriers finding that 
their net margins and costs are 
beginning to come more in line 
with their European or US 
competitors, but many well 
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established regional carriers 
are starting to face fiercer local 
competition. 

Taiwan's flag carrier, China 
Airlines, is already bracing 
itself to face new competition 
from the country’s startup air- 
line. Evergreen Airways, which 
plans to begin international 
services next year and has 
already placed a big order for 
aircraft. Korean Airhnes is also 
now. faring competition on 
international routes from 
Asiana, the domestic South 
Korean carrier which has just 
started its first international 
service between Seoul and 
Tokya 

M While regional airlines jostle 
to increase their market share, 
gftwift of area’s hiding air- 
ports are competing to become 
dominant hubs, in southeast 
Asia, Singapore and Bangkok 
are both investing heavily to 
achieve such wmhiHnna aims 
Indonesia is also anxious to 
develop hubs around Jakarta 
and Rail, while Hong Kong has 
launched a big airport invest- 
ment programme. 

ATT thaw wiiiIH-mfllinn dollar 

investment programmes also 
reflect the growing concern 
over the impact airport and 
airspace congestion could have 
on the future growth of air 
transport in south-east Asia 
and the Pacific region. 

lata sounded the warning 
dearly at its zeaumal confer- 
ence m Bangkok last Septem- 
ber. It said the encouraging 
prospects for air transport in 
the r egion could be upset by 
two factors. 

The first was a general eco- 
nomic downturn. The second 
was the ability of the region's 
air transport infrastruct ur e to 
cops with the expanding vri- 

im» q£ traffic , 

“However, the airlines have 
little control over economic 
swings, but it is essential to 
mobilise action to ensure that 
airport and airsnaca congestion 
are not allowed to prevent the 
growth of air transport," it 
concluded. 


arrives. 



FOR STARTERS, A 
Plate OF Fine China 
On a bed Of 
CRISP WHITE LINEN. 

The delectable experience of 
dining on board Garuda Indonesia’s 
First Class begins even before the food 


First, a serving of fresh crisp 
white linen. Tastefully offset with our 
specially designed silver cutlery. 

Accompanied by our delicate 
crystal-clear glasses. 

And all topped off with servings 
of our fine china. 

Then, when the setting is finally 
complete, the food begins. 

An array of four sumptuous 
courses. Perfectly complemented by a 
choice of French and German wines. 

Afterwards, a choice of tropical 
fruit from our fresh fruit basket. 

All served to you with the unique 
grace and charm that is the Indonesian 
way. A style of service youil encounter 
on no other airline. 


> -welcome you aboard. 
















Michael Donne on the problems likely to arise 


ahead of another decade of regional growth 


expected to give rise to many 
of the problems already being: 
experienced in the congested 
western Europe and North 
American regions, imless sub- 
stantial remedial action is 
taken soon. 

Attempts to co-ordinate this 
action is taken by the Interna- 
tional Air Transport Associa- 
tion (LATA), in the belief that 
while the air transport indus- 
try has little control over the 
economic situation, it can mob- 
ilise action to ensure that air- 
port and airspace congestion 
are not allowed to prevent the 
smooth expansion of air trans- 
port throughout the region. . 

At the first Asia-Pacific 
Regional Conference in Bang- 
kok last September, IATA iden- 
tified many of the problems. ft 
recognised the willingness of 
many of the countries In the 
region to correct them, but at 
the same time stressed the 
need for more sustained efforts 
in same countries to achieve 
the changes in the air trans- 
port infrastructure needed 
throughout the next decade. 

IATA’s own industry-wide 
Task Farce, set up to study air- 
port and airspace congestion 
and other problems, has bear 


Is well advanced, and in Japan, 
where Kansai airport on 
redaizued land in Osaka Bay is 
also under way, and in Tokyo 
Bay, where a $5.6bn expansion 
of Haneda, also bn reclaimed 
land in Tokyo Bay, is making 
progres s tod. 

Bat throughout the region it 
is debr that while many other 

Many airport plana 
have been mooted but 
their Implementation 
la slow, largely 
because of lack of 
funds or Insufficient 
political c ommi tment 

Mg Mrport plans have been 
mooted, their implementation 
is slow, largdy because of lack 
of funds or lack of sufficient 
political recognition of the 
vital idle that air transport can 
play in the overall economic 
development of the country 
coocehied. 

In forms of smoothing the 
flow c£ file increasing number 
of aircraft throughout the 
region, it is generally believed 
that while much more can be 


are not enough - they most be 
accompanied by complemen- 
tary up-to-date local air traffic 
control and communications 
systems to be folly effective. 

Moreover, because the cover- 
age of satellite systems would 
extend over much greater 
areas thaw any current ATC 
systems, the planning and 
implementation of such 
systems will require a much 
higher degree of international 
planning and co-ordination 
than has currently been 
achieved in the area. 

Another problem in the 
development of the region’s air 
transport infrastructure lies in 
the provision of new, interna- 
tionally drftoad and nwipifawl 
air routes - the "Tracks in the 
Sky” along which the a ircra ft 
must all fly - especially 
b e t we en the Pacific Run coun- 
tries and western Europe. 

The tm planlaitritfn n off a new 

route struct ure over China and 
the Soviet Union for Europe- 
Hong Kong traffic Is how coir 
aidered urgent, because the 
excess mileage involved to fly- 
ing file cnneiit Europe-Hong 
Kong trade is almost double 
that incurred between other 
Asian airports (such as Tokyo) 


For it is believed 

that a route from Hong Kong 
over Xian and Lanzhou in 
China arid over Mongolia to 
Novosibirsk in the Soviet 
Union could save sane 10 per 
cent (500 nautical miles) in 
route mileage compared with 
the existing more southerly 
track, with consequent benefits 
to njrniiag and passengers to 


feeding to fewer fpres. 

There Is also the need for 


improvements to long-haul 
toterspttonal air routes over 
India and Pakistan, and 
between Peking and Europe 
vja Ufen Bator in Mongolia and 
Novosibirsk. 

. Although there are discus- 
sions on these matters between 
other countries and the Soviet 
Union, cwna and indla/Pakfe- 
tau tmd»»r the auspices of the 
ICAO, progress is stow, again 
largely because of the political 
difficulties . involved. 

Other difficulties include a 


lack of facilities in some areas, 
such as English-speaking air 
traffic controllers . and 
uptodate navigation aids such 
as radio-navigation beacons. .. 

ft is also believed that the 
cap acitie s of many existing air 
routes could.be significantly 
increased by the provision of 
improved air navigation tech- 
niques, such as radio-naviga- 
tion . . 

Assessing the cost to diffi- 
cult, but taken together. - new 
airports, improved air traffic 


control and satellite 

navigation system, together 
with changes to fim pattern of 
air routes - the cost wffl ad* 
lectivdy amount to many bu- 
ttons off dollars. . 

While some financial aid 
may .Well be forthcoming from 
the ICAO itself through Ms 
agis ting programmes for tech- 
nical financial assistance to 
developing countries; most of 
the burden will undoubtedly 
fan up on the Individual states 
themselves. 


They will be obliged to allo- 
cate larger proportions of their 
annual budgets to commercial 
civil avtotien, something which 
may prove dfffiraitt to achieve 
politically to countries where 
other more immediate priori- 
ties pris t 

They will also have to be 
convinced that the cash 
invested to commercial avia- 
tion is not an extravagance, 
but a vital ingredient of 
tong-term economic, sociologi- 
cal and even political growth. 


Lack of funds ground 
" w expansion plans 


WHILE overall the outlook tor 
commercial aviation to the 
vast Asia-Pacific region, 
including the Far East, South- 
east Asia and Australasia, 
remains bright, with a current 
growth rate of around 20 per 
cent a year in both passengers 
and cargo and between 15 per 
cent and 18 per cent in aircraft 
movements, significant prob- 
lems are emerging. 

They include serious capac- 
ity constraints leading to con- 
gestion at some of the region’s 
big airports, especially in 
Japan, Hong Kong and Austral- 
asia, along with severe conges- 
tion on some long-haul air 
routes, especially on the inter- 
national routes across India 
linking Europe with the Far 


On many other routes there 
is a need for substantially 
Improved "airspace manage- 
ment” techniques, including 
better air traffic control ana 
air navigation facilit ies. 

Indeed the future expansion 


closely following the situation 
in the Asia-Pacific region, and 
believes that growth can be 
kept under control if the gov- 
ernments and administrations 
are made tolly a ware of the 
problems and work with the 
airlines to keep all kinds of avi- 
ation facilities and services 
compatible with Increa sin g 

The expansion of the 
market Is expected to 
give rise to many of 
the problems already 
being experienced In 
the congested 
European sector 

traffic demand. 

This will mean significantly 
increased investments to new 
airports. Already several vat 
tares are either under way or 
planned - for example, at 
Changi Airport. Singapore, 


done through increased invest- 
ment to focal air traffic control 
(ATC) farittfles, to the longer 
term the expansion will best 
served by the earliest introduc- 
tion of satellite systems for 
aeronautical communication, 
navigation and surveillance. 

This is Iargdy because the 
region has vast areas of ocean, 
desert and jungle where ft to 
fotiier fttip ^Hcabl e or rtfffbrrilt 

to instal surface-based ATC 
fariiittei HhnriTflr to those exist- 
ing elsewhere. 

This problem bas been under 
study for some time by the 
Future Air Navigation systems 
(FANS) of the Inter- 

national Civil Aviation Organi- 
sation (ICAO), and present 
indications are that by 1035, 
there will be two international 
global navigation satellite 
systems (the US GPS and the 
Soviet Glonass) deployed 
which will be available for sat- 
ellite navigation sendees 
throughout the world. 

But ICAO points out that 
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“JAPANESE „ manufacturers 
can make any type of air- 
craft,” claims an official of 
Japan’s influential Minist ry of 
I ntern a tional Ttadeand Indus- 
try (Mlti). “It to not a question 
of technological know-how but 
of marketing and costs which 
call for collaboration (with 
western manufacturers);” he 

fftefor. 

The Mlti official and other 
Japanese members of the 
industry are hastily the only 
ones to give Japan’s aviation 
m anufac uir era M gf» imi t* for 
technological expertise. Boe- 
ing, widen has long recognised 
the technological skills of the 
Japanese, recently invited the 
country’s leading aerospace 
manufacturers to become 
risk-sharing partners, rather 
than subcontractors, in the 
devriopaunt and production of 
Its latest aircraft, the B777, 
while General Electric has 
asked ishXkawadlma Hartoxa 
Heavy Industries (IHI), 
Japan’s pre-eminent aero-en- 
gine manufacturer, to become 
a partner to the production of 
Us new engine, the GE90. 

The world aviation Industry 
is still securely to the bands of 
the Anw ri nMw and Europeans, 
but the growing technological 
strength and financial means 
of the Japanese at a time when 
tile high risks and costs of 
aerospace development call for 
greater collaboration among 
aerospace manufacturers 
means that the stage is set for 
the Japanese to become a fur* 
midaUe force to the not-too* 
dfsfimtfotare. 

The size of the Japanese 
aenwoace fadi mt ir v . which has 
been hampered in its growth 
by the lack off a substantial 

^n mn tte market, b only one 
fiftieth off the Japanese auto- 
mobile industry, according to 
an affidfl] at one of the lead- 
ing manufacturers. But Japa- 
nese aerospace manufacturers 
have long been building up 
technological strength 
through licensing agreements 
and through subcontracting, 
particularly from Boeing. 

The lessons they have 
learned over the decades have 
brought them to the point 
where they are now eager to 
break out of the role of sub- 
contractor to become manufac- 
turers oat a comparable. If not 
equal, footing with the west- 
ern leaden in the field. 

In order- to do so, they need 
to put their a cc um ulated ships 
directly to the test and to 
acquire experiaice In the cru- 
cial aspects of marketing and 
product support The best, and 
most likely the only way for 
them to do so Is by linking up 
with the Industry leaders and 
participating as joint produc- 
tion partners to projects which 


Poised to join 
the high fliers 


would give them experience in 
the overall development and 
production of aircraft and 


"ft 1 b important to find mom 
opportunities to co-operate on 
an International level,” says 
Mr Tasufthi Area, senior man- 
aging director of the Society of 
Japanese Aerospace Manufac- 
turers- Joint production pro- 
jects offer opportunities that 
are not available to the Japa- 
nese on their own. 

To take technology, for 
example, although industry 
experts claim that the high 
level off Japanese simulation 
technology assures a relatively 
high success rate at the pro- 
duction stage then are obvt- 
ous to relying on simu- 
lation technology, purticulariy 
to commercial aerospace pro- 
duction where reliability is a 
priority. There are no altitude 
test foefllties to determine how 
equipment will perform at 

falg h nWtaiAn h Jawm Pli ght ; 

tests are not really a practical 
pnaiiMiHy either. 

Even in the defence indus- 
try, where development costs 
would be shouldered fay the 
Japan Defence Agency and 
would toeafe foHMnot restrain 

lack of space to Japan!' for 

w am p l^ wmkim ft Im prafHfa' 

to conduct flight tests, says Mr 
Hakoto Momoi, an indepen- 
dent defence analyst. 

In the commercial field, 
where the high cost of produc- 
tion makes U essential to 
secure marketability before a 
product can even be devel- 


wtth no history of product rett- 
ability to the aerospace Indus- 
try, hove little chance off suc- 
ceeding on their own. 

“It is sometimes claimed 
that Japan will develop Its 
own industry, but this Is 
Impossible because of market 
conditions,” states Mr Shlni- 
chiro Ohta, director of tbe Air- 
craft Ordnance Division in 


MjlTJL. The ability of aerospace 
manufacturers to market their 
products has become a prereq- 
uisite far production. And for 
the Japanese, joint production 
with an industry leader is a 
necessary step to bofldtog up 
the reputation for reliability 
that is crucial to finding a 
market for their products. 

The need to find a market 
outside of Japan is another 
factor that makes joint produc- 
tion a necessity for Japanese 
manufacturers. 

“Even if all the Japanese air- 
liners buy only Japanese air- 
craft it would still not s up port 
the development of a Japanese 
aerospace industry,” says raze 
industry expert. "The US 
makes up 70 per cent of world 
air travel demand. Unless 
ardors can be obtained from 
this market. It will be impossi- 
ble (for a foil-fledged Japanese 
aerospace industry) to sur- 
vive,” he says. 

to addi tion , Japanese mamt- 
facturers face the same issues 
of high risks and costs that are 
driving such world leaders as 
Boeing and Bolls Boyce to 
seek an Increasing number of 
international partners. 

“It is probably impossible 
for a single company to 
develop a completely new 
product from scratch, and it Is 
(therefore) no longer appropri- 
ate to argue about each coun- 
try’s technological strengths 
and weaknesses,” says an offi- 
cial at 2HL 

Yet while Japanese aero- 
space manufacturers may not 
be about to strike out cm titeir 
own, there is little doubt that 
they are determined to become 
a force in the industry. 

For tiling, the 

involved to tbe industry, the 
heavy In dustry wwmf ui i wn^ 
are predominantly shipbuild- 
ers, who are under p ress ure to 
diversify from a sector where 
they are losing their cost com- 
petitiveness and into other, 
growth Industries where the 
need fix a Ugh level of tech- 
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nology gives them a leading 
edge over their rising Asian 
competitors. 

These companies are also 
the country's leading defence 
contractors, which, Hke their 
ms c o un t erp a rts, face a likely 
decline in orders from the 
defence authorities. There is 
every reason to believe that 
they are eager to move away 
ttom a dependence on orders 
from the Japan Defence 
Agency. While defence con- 
tracts do not generate the bulk 
of their profits, a fall in orders 
is expected to slash the compa- 
nies’ profits by more than 
YlOObn annually. 

Tbe flames of their ambi- 
tions are no doubt being 
fannad by the eagerness of the 
mighty Mlti, to develop aero- 
spac e as a ke y industry for the 
Bfixfc cuulorya 

The Ministry's Mr Ohta says 
that the main reasons why 
Miti is keen to develop Japan’s 
aerospace industry are the 
benefits of synergy between 
aerospace and other indus- 
tries, the need for Japanese 
manufacturers to be able to 
produce aircraft for Japan’s 
self<irience and tbe opportuni- 
ties offered by aerospace pro- 
duction for international co- 
operative manufacturing 
efforts. 

Critics to tbe US are suffi- 
ciently worried about the Jap* 
anese threat to the last bastion 
of US technological strength 
that some have even called for 
government intervention in 
Boeing's joint projects with 
the Japanese. The US manufac- 
turers themselves, however, 
are more concerned about 
ensuring their own survival 
and competitiveness, for which 
the tortmniiigtfui and financial 
contribution of the Japanese 
are deemed essential. 

As aerospace production 
becomes more complex and 
costly, the tec hnological 
that the individ ual companies 
have to offer amt the fimmrfai 
means that are available to 
them and to the trade ministry 
assure Japanese aerospace ' 
manufacturers a role of grow- 
ing importance to the Indus- 

trade ministry, for 
ttcsmple, fa now taking tbe ini- 
tiative to research ™i devel- 
opment of hypersonic passen- 
ger transport It wffl launch a 
Y28bn project next year to 
<fev«foP a prototype Mach 54 
engine as Japan’s proposal for ' 
an international co-op e r ati ve 
venture on hypersonic passen- 
ger transport, a project which 
«to world’s leaiHwf engine 
mak ers have already 
hen fat exert to 
participate to. 

Mlchlyo Nakamoto 
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Roy Garner on Japan’s poor airport facilities 

Tokyo pays th e price 
for inadequate space 


A NEW J£pan-lJS aviation 
agreement concluded last 
November on fhe opaitm& of 
tranS'Padfic flights; combined 
with a boom in Japaot*Borop& 
ttawlaad a continuing: rise in 
the number, of Japanese want- 
lag to make overseas trips, 
Imre aft contributed -.to tire cur- 
rant upbeat mood in Japanese 
aviation circles. : 

Jost one black cloud dgriMw 
Japan's lucrative flight paths: 
the chronic shortage of airport 
facilities, - c e n tred on the 111- 
conceived and grossly over- 
burdened New Tokyo Interna- 
tional airport, at Nartt&. 

With its remote location and 
inadequate transportation 
facilities, travellers from neigh- 
bouring Asian countries rou- 
tinely find thejonrney from 
Narlta into Tokyo takes longer 
than *f re flight to Japan 
and tempers eftenflare among 
passengers in the overcrowded 
iBi'inlu a l building. 

With construction of a sec- 
ond runway at Narita, manned 
for March ISM, stQl in doubt 
fallowing continued action by 
anti-airport protestors, and 
resistanoe to increased services 
coming from both local resi- 
dents and air. traffic control- 
lers, there is little sigh of ah 
mid to the crisis. ... 

Fears are also now growing 
that the new Kansai Interna- 
tional airport, now being con- 
structed on reclaimed land in 
Osaka Bay, could face similar 
problems. Hie opening dead- 
line in 1983 is currently threat- 
ened by the refusal of -378 local 
people to sell the land needed 
for the island airport's road 

Hwlt. - 

Among those frustrated by 
the overcrowded airports are 
the 38 countries whose applica- 
tions for aviation agr e e m ents 
with Japan are stdl pending. 

Japan Air ring* spokesman, 
Mr Geoffrey Tudor, describes 
the inadequate airport facili- 
ties mJapim as “a tremendous 
constraint on the whole mar- 
ket here,” and points out that 

aWiftng h finny* foreign nfrtinw s 

are keen to utilise smaller 
w^tnwai airports as alternative 
gateways to .Japan, leading air- 
lines av* as SAL, with Tjnge 
outlays already at Narita and 
Osaka* balk at the pandect at 
mating more costly infristruD- 
ture Investments elaewheie. 


However, US carriers are 
. more interested in using local 
’ Japanese airports, one reason 
bring the terms of the original 
Japan-US aviation agreement 
oflS52,under which they have 
"beyond air traffic riots’* , 
allowing them to fly to a third 
country via Japan without 
restriction. These third coun- 
tries would likely include 
South Korea and other Asian 
donations. 

Last . month, American Air- 
lines’ application to the US 
Department at Transportation 
. for six new routes between the 
US and Japan, included a 
request for three flights serv- 
ing Nagoya. 

- Sooth Korea’s recently estab- 
lished second airfare^ Asians, 
has also sought expansion in 
Japan through the use of 


With construction of 
a second runway at 
Narita, planned for 
March 1991, still In 
doufat^ there Is little 
sign of an end to the 
crisis 


regional airports, with plans to 
hump i va ta fH ghfei from Seoul 
to Nagoya, Fukuoka and Sen- 
dai during the first half of this 
year. 

The . industry's biggest 
growth area is the Jap&n-Bu- 
rope market. A recent JAL sur- 
rey found that .Europe came 
second cmly to Hawaii as the 
most popular tourist destina- 
tion among the Japanese, and 
seat occupancy levels exceed- 
ing 70 per cent are tim norm 
for airfares serving the route. 

The dmwinMfam of Loadon- 
Tokyo. traffic , by. British Air- 
ways and JAL was ended in 
July last year, when Alt Mp- 
pon Airways (ANA) began 
offering am wees on the route, 
a move which also facilitated 

tv g i ' ^tilli ig nfir tomiM to Vir- 
gin Atlantic Airways of the UK 
to fly to Tokyo. 

- ANA aims to boost its four 
weekly flights to a dally ser- 
vice within three years, white 
Virgin is chaDengtog the fapa? 
nese on passenger comfort, far 

prairmtfl n fl H w g nflriaafi en gPirK 
seats with . built-in . ■ -video 


screens and a choice of 50 mov- 
ies, In Japanese if requested. 

France and Japan have also 
agreed to introduce four extra 
weekly flights between the two 
countries from spring serving 
both Tokyo and Osaka. 

A common objective of the 
airfares offering Europe-Japan 
services Is to be well-placed to 
meet the expected rise in 
demand following the lifting of 
European Community trade 
barriers and the creation of the 
Single Market in 1992. With 
thte end in mind, mutually 
beneficial tie-ups between 
European and Japanese air- 
fares are expected to multiply. 
Austrian Airfares and Scandi- 
navian Air System are already 
working together with ANA, 
and Swissair now offers a 
Tokyo-Zurinh service in a joint 
operation with JAL. 

Trans-Pacific services con- 
tinue to form the backbone of 
Japan's international aviation 
network. Six US airlines cur- 
rently provide 260 weekly 
flights between the two coun- 
tries, white three Japanese car- 
riers offer 140 services. 

THa mw trilateral npn rggnwrit 
concluded last November, calls 
for 100 more US^Japan flights 
per week, and allows Japanese 
carriers to open three new 
routes between Tokyo and the 
US, including Hawaii. Competi- 
tion for there services is cur- 
rently intense between JAL, 
ANA and Japan Air System. 

ANA wants to inaugurate 
flights to New York. San Fran- 
cisco and Honolulu, while JAL 
is pitching for Boston, Wash- 
ington and ManL JAS, which 
presently only serves Seoul, 
hopes to fly to Honolulu. Both 
ANA and JAL are also seeking 
route extensions to Orlando, 
Houston amt Denver. 

Among the new services pro- 
posed by US airlines are Kona- 
Tokyo, Maui Tokyo, Honolulu- 
Nagoya and flights to Fuku- 
oka, for which Northwest Air- 
lines has applied to the US I 
Department of Transportation. I 

With Japan-US passenger ! 
numbers increasing by 20 per 
oent a year, and cargo by 30 
per cent, over the past two 
years. 1990 is certain to see a 
marathon struggle between US 
and Japanese airlines awHng 
to secure the top spots in an 
intensely competitive market 


Chris Sherwell on the Australian sector 


FOE THE past eight months, debate In 
Australia’s aviation industry has been 
dominated by a bitter and di s r u p ti v e 
domestic pilots' dispute. For the next 
eight, the arrival of daregulatimi will do 
the same. 

The two issues are not unrelated. 
What, on the surface, looked like a tra- 
ditional pay involving the pilots 
unfolded in the way it did largely in 
anticipation of deregulation, which 
takes effect in November. 

For the pilots, tire dispute was a last 
chance to secure bag gains before the 
industry was opened np to real competi- 
tion. For the domestic airfares, it was a 
critical opportunity to ensure competi- 
tiveness before facing vigorous new 
entrants. 

fa the event, it turned into one of 
Australia’s longest and most costly 
industrial relations battles. The domes- 
tic airlines’ flights were grounded for 
three weeks, and the government had 
to turn to intern ati o nal airlines, for- 
eign-crewed a ir cr aft and the air force 
for relief. 

Even now, neither side has actually 
given in, nor can they claim much hon- 
our. The L640 pilots, who were already 
a pampered elite in the industry, 
showed they were prepared to shut 
down one of tire country's vital services 
to press for a flat 29 per cent increase 
no one could possibly support. 

Having resigned as part of their tac- 
tics, most now remain outside the 
industry. Ironically, those who have 
gone back are receiving pay increases 
close to what they wanted, but In 
return for productivity concessions. 
They have also lost their union, tire 
Australian Federation of Airfare Pilots. 

As for the airfares - the privately- 
owned Arnett and its subsidiary East- 


Double 

West, the state-owned Australian Air- 
fares and fire freight group Ipec — they 
showed they ware unwilling or incapa- 
ble of negotiating a compromise both 
before and after the dispute went out of 
control, and are now straggling to 
rebuild their businesses. 

All have suffered lost revenues and 
profits. Last month, Australian con- 
finned that it would report big operat- 
ing losses is tiie current year, but 
would benefit from asset sales and yet 
another fare increase. The cost of the 
dispute to the economy, and especially 
to travel-related businesses, is still 
being calculated. 

The ppy t bfe test for the industry 
comes in November, when at least one 
and perhaps three new entrants join the 
competitive fray which is expected to 
follow tire end of Australia’s 3&y ear-old 
Two Airline Policy. 

■ Under policy, ti ght regulation of 
aircraft imports, erf routes, load factors 
and even fares has protected the exist- 
ing airlines’ oltoooolv. guaranteed them 
satisfactory returns and resulted in 
high operating costs and inefficiencies. 

When the Government in 1987 gave 
three years’ notice that this policy 
would its tom was a more 
industry offering a wider range of ser- 
vices and lower fares to consumers. 

So far three players have signalled a 
desire to compete: Compass Airlines, 
Capitol Airlines and Southern Cross 
Airlines. Compass, which Is headed by 


trouble 

Mr Bryan Grey, a former bead of East- 
West Airfares and Air Nfagini, appears 
to have advanced farthest so far. 

According to the government’s 
Bureau of Transport and Communica- 
tions Economics, they will be entering a 
risky market and can expect an uphill 
Hattie to establish themselves. Brokers 
Ord Mtonett, winch recently published 
its own study, also foresees d iffi culties. 

Apart from painting out tire heavily- 
entrenched position of Ansett and Aus- 
tralian Airfares, both analyses cite the 
need for new ent rants to have a route 
structure with adequate frequency* 
fares and load factors, a reservations 
system, assured airport terminal facili- 
ties and Deak-oerffld a cces s to Sydney 
airport, the critical bub of the domestic 

network. 

In response Compass, which is aim- 
ing for a small market share using 
heavily dk* rfmTlt M atefarpa , Hahns sev- 
eral advantages in having a fleet of 
identical wide-bodied aircraft in a single 
class, and wwwtfaiiia on nubile disillu- 
sionment with Ansett and Australian. 

In fact the principal battie will almost 
certainly remain between Ansett and 
Australian. Ansett, together with East- 
West, holds an estimated S&S9 per cent 
of the domestic air passmger market, 
compared to Australian's 41-44 per cent 

The difference fa explained by Austra- 
lian’s more limited presence in the 
regional markets of Australia. Ansett, 
which is half-owned by Sir Peter 


Abeles' TNT group and half by Mr 
Rupert Murdoch's News group, is also a 
stronger and more aggressive player. 

On the other hand Australian has 
successfully eroded Ansetfs share of 
the high-yielding business market. 
From last month it has also had a 
change of leadership, with Mr John 
Schaap succeeding Mr fames Strong. 

As the post-deregulation fight 
unfolds, another big policy issue wiQ 
increasingly demand, resolution, namely 
tire future ownership of Australian and 
erf Qantas, the international flag-carrier, 
which has also had a change at the tap. 

For some time ministers in the pres- 
ent Labour Government have ques- 
tioned the value of government owner- 
ship of the two airfares, but the party’s 
left wing has vetoed the Idea. The Gov- 
ernment is said to have considered 
alternative forms of capital injection to 
reduce its obligations in helping the 
airlines meet their heavy financing 
commitments over the coming years. 
None has yet taken concrete form. 

If the opposition Liberal and National 
party coalition wins power in the gen- 
eral election due to be held by May, 
privatisation of the two airlines is likely 

within lit w y^tha ft fojfiwg rrffi rp It fa 
assumed that a proportion of the com- 
panies would be offered to foreign 
Investors. 

Qanfare it self meanwhile pulled 
off a memorable achievement over the 
past year, managing a publicity coup in 
tire process. After taking delivery of the 
first of 10 long-haul Boeing 747-4Q0S, it 
flew the new jnmbo jet non-stop from 
London to Sydney. It was the first time 
this had been done and, at 17,850 km, 
tire distance was the furthest any com- 
mercial jet had ever flown. 


Profile: Bryan Grey, Compass Airlines 

Turbulence ahead 

dispute last year, Ansett and 


WHEN it comes to experience, 
few aviation executives in Aus- 
tralia can match the long and 
diverse record of Mr Bryan 
Grey. As bead of the new Com- 
pass Airlines, he will need 
every bit of it 

Come November, when Aus- 
tralia's “Two Airline Agree- 
ment” finally ends, he wfli not 
only take an the established 
carriers, Ansett and Australian 
Airlines, but also any other 
new entrant s in the domestic 
aviation industry. • 

Now 60. his aviation career 
stretches back to 1958, when he 
joined Ansett In tire 1970s be 
managed Air Niugini in Papua 
New Guinea, then helped run 
Ansett and, in the early 1980s, 
beaded East-West Airlines in 
Australia. 

*Tve had experience of com- 
muter airlines, of domestic and 
international operations,” he 
says. “I’ve been involved In 
buying and lagging aircraft, 
introdnting new routes, fight 
tog fare wars and managing air 
crew. I also know what makes 
pilots tick." 

Even so, he is under no fflu- 
stons about the battle ahead. In 
tire wake of the bitter pitots’ 


Australian have secured pro- 
ductivity gains which make 
them better equipped to take 
on competition of the sort 
Compass win offer. 

The new airline’s strategy is 
focused on the deep discount 
tog of air fares, using a fleet of 
five new wide-bodied (288-seat) 
single-class Airbus A300-600R 
aircraft operating between 
seven cities — Sydney, Mel- 
bourne, Adelaide. Perth, Bris- 
bane, Cairns and Coolangatta 
on Queensland's Gold Coast 

Compass will price its peak 
and off-peak fares 20 per cent 
below whatever standard econ- 
omy fare Ansett and Austra- 
lian offer, while certain night 
time flights will have a 50 per 
cent discount ft to planning on 
a 63 pa cent toad factor, but 
expects 80 per cent in practice. 
Es target fa a market share of 
about 10-12 per cent 


Mr Grey reckons Ansett and 
Australian, in spite of their 
recent produ ctivity gains, will 
be to wwtaii Compass 

discounts because they operate 
mixed fleets of different air- 
craft, and do not have their 
flight crews based In a stogie 
location. 

Also, because the new air- 
line’s rentes already cany 70 
per cent of the domestic pas- 
senger market, Ansett and 
Australian will be limited in 
their ability to use increased 
fares on other routes to subsid- 
ise their own discounting. 

According to an information 
memorandum prepared for pro- 
spective investors in Compass, 
Ansett and Australian would 
have to halve their cost struc- 
ture before they were cost com- 
petitive with Compass, ft Mian 
reckons Compass would be 
profitable if the discounts were 
doubled. 


As matters stand, Ur Grey is 
to “wet lease” two Airbuses 
from a European airitoe for 30 
months from November 1, com- 
plete with five captains- and 
five first officers and technical 
support Delivery of the air- 
line’s own aircraft is due to 
start In February 1991, continu- 
ing to September 1993. 

For these Compass has 
arranged operating leases with 
Polaris of the US, a subsidiary 
of General Electric, whose 
engines will power the Air- 
buses. The aircraft will be 
based at Brisbane, and mainte- 
nance will be done by Hawker 
Pacific, part of the Hawker Sid- 
deley group of the UK. 

To ensure access to travel 
agents. Compass is finalising 
an agreement to use the Sabre 
reservation system developed 
by American Airlines and used 
by Qanfayi Just as important, 
the airline and other new 


entrants are guaranteed access 
to the terminals which Ansett 
and Australian presently hold 
under 20-year leases. 

Mr Grey has staked most of 
what he owns on the success of 
Compass, and is now seeking 
A$50m in equity capital 
through a private placement 
and another A$15m in borrow- 
ings. 

His efforts and those at his 
advisers. Potter Warburg, were 
not helped last month by a 
research paper from brokers 
Ord Min nett recommending 
that, because of the uncertain- 
ties, prospective investors 
“wait tor tire dust to settle" 
before investing in new air- 
lines, especially as oppor tune 
ties should arise to invest to 
Aust ralian and Qanfam 

The study attracted a blister- 
ing response from Compass, 
which said Ord Mmnetfs “gen- 
erally negative” view of pros- 
pects had failed to address the 
fundamental economics of avi- 
ation in Australia and tire ’tre- 
mendous cost advantages” 
Compass would enjoy over its 
rivals. 

Chris Sttsnmfl 
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whole of 

Thailand 


with a $199 

air ticket. 

1990 is Thai’s thirtieth year of operation. And to celebrate our birthday 
weVe got a present for you. 

A Discover Thailand Ticket For just "US$199 you can make four separate 
flights within Thailand to any of the twenty-four destinations in our network. 

And if you want to discover even more of our beautiful country, you can 
choose up to four more destinations at US$40 per sector. 

AO we ask is that you use the ticket within a 50-day period between January 
1st, 1990 and December 31st, 1990 and that you purchase it before arriving in - 
Thailand. To help you choose which of Thailand’s exotic delights to explore^ we’ve 
even written a Discover Thailand booklet for you to explore first 

So ask your travel agent or nearest Thai office about the US$199 Discover 
Thailand Ticket Your money has always gone a long way 
in Thailand Now it goes even further. 
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ASIAN PACIFIC AVIATION 4 


CHINA'S airBnPH have long 
suffered from inefficiency, 
bureaucracy, and poor cus- 
tomer service. The massacre in 
Tiananmen Square last June 
and the subsequent imposition 
of sanctions and collapse of the 
tourist industry served to fur- 
ther compound the aviation 
industry's many problems. 

Now, however, the Civil Avi- 
ation Administration of China 
(CAAC). the government 
agency which owns and oper- 
ates the airlines, is striving to 
expand, upgrade, and modern- 
ise its aircraft fleet and air- 
ports. 

“With the type of TV cover- 
age there was last spring, the 
tourism market dropped right 
to the bottom of the barrel," 
said a western airline execu- 
tive. “People don’t have to 
come here as tourists when 
they can go to the Caribbean. 
Many people equate Tianan- 
men with Xian as a tourism 
spot and they don't want to 
fieel threatened." 

The impact of the Tianan- 
men Square slaughter on tour- 
ism was devastating. Last year, 
tourism revenue feu to approx- 
imately $l-7bn compared with 
32.2bn in 1968, according to a 
western diplomat. The govern- 
ment’s target for 1989 before 
June was $2.5bn. 

The number of passengers 
travelling on both Chinese and 
foreign airlines also plunged. 
CAAC flew about 12m passen- 
gers last year, according to the 

V.ngl i nklawgiy igp CThtna D aily , 
compared with 14.4m in 1988. 
CAAC subsequently reduced 
the frequency of its domestic 
flights and those it operated to 
Tokyo, although for political 
reasons it has generally contin- 
ued to operate on most of its 
international routes. 

Foreign airlines also 
promptly reduced their flights. 
Japan Airlines, which operated 
13 weekly flights between 
Japan and China during the 
peak season in the spring, has 
reduced the frequency to seven 
a week. All Nippon Airways 
cut its flights to Japan from 
seven to two a week. And 
United Airlines, which had 
plans to another aeroplane 
to the three operating from 
Peking; scaled back to one a 
week. 

Canadian Airlines has 
suspended its flights altogether 
from Peking to rjmwia «mni 
199L The only money-making 
flights leaving Pelting are 
those making stopovers in 
Hong Kong or elsewhera. 

The sanctions imposed after 
June also fait sales of military 
aircraft to China, Sikorsky, 
which had delivered 24 Black- 
hawk helicopters to the Chi- 
nese Air Force, withdrew its 
support service and supply of 
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The June massacre had a dev astati ng Impact on the lourfat and utaBon i nd ust ry. 


are now being 


Sanctions have severely hit China’s inefficient aviation sector 


The fall-out from Tiananmen 


spare parts. 

The sale of six Boeing Chi- 
nook helicopters for military 
use was also stopped, accord- 
ing to western sources. West- 
ern sources said Grumman, the 
US aircraft manufacturer, had 
discussed with the Chinese 
militar y a proposal to upgrade 
a Chinese fighter with $500m 
worth of electronic equipment. 
The US Administration had 
not approved this sale before 
the crackdown and now it has 
reportedly been temporarily 
shelved. 

The imposition of sanctions 
also delayed the delivery of 
three Boeing 757s last autumn 
to Chinese civilian airlines in 
Guangzhou and Shanghai. 
President George Bush subse- 
quently lifted the ban on the 
export of the aeroplanes, 
apparently because the Chi- 
nese already had access to sim- 
ilar planes with sophisticated 
navigational systems that 
could have military use. 

- Apart from the sanctions, 
the aviation industr y has also 
been affected by the downgrad- 
ing of China’s overall credit 
rating In ip terngtimwil finan- 
cial markets. The cost of bor- 
rowing to fin»w» aircraft pur- 
chases Tifiwi- One w este r n 


source said some banking syn- 
dicates in Loudon were »«w»>g 
Chinese Airlines to pay % per 
cent higher than Libor for 
their loans compared with 
below Libor rates earlier in 
1989. Banks were also report- 
edly requesting airlines to 
obtain loan guarantees not 

Only fr rrm t-ha Banlf of fThina 

but from other sources as welL 

to addition to finandal con- 
straints, CAAC is facing the 

tpalf nf imjimifln g ita a ppalling 
customer service. It is still 
hampered by bureaucracy, 
inefficiency, and an extreme 
reluctance by staff to amww 
responsibility or be helpful 
when things go wrong; particu- 
larly at the airports. 

Thus, CAAC is taking steps 
to improve its service and tech- 
nical and nwiBfpnaiiM stan- 
dards. One of the most dra- 
matic steps Air nhina, CAACS 
Peking-based airline. Is taking 
Is the installation of a com- 
puter reservation system . This 
will e v e ntua lly function as the 
central reservation source for 
all of CAAC’s other regional 
carriers, according to a west- 
ern sWinp executive. 

Purchasing a round-trip 
ticket pro v ed, extremely 
itifRmit Individual travellers 


are allowed to make return 
bookings only after they have 
reached their o u tward bound 
destinations. . Now, however. 
Air China is st a rting to offer 
return tickets on a limited 
faxrfg oil its ffl gWm fr nwi Mrfn g 
tO jCTwmghfll 

Travellers must still confirm 
upon arrival in Shanghai that 
the tickets are vaUd/but west- 
ern flfrHrm BW TfflW «aM some 

uncertainty is a "o’™ 1 part of 
the process of switching from a 
manual to fhlly automated res- 
ervation system. 

CAAC is also exp anding its 
fleet of aircraft. The agency 

h flf plana this yoar h) pi rha» 

more Boelng-747s and 757s, 
Mcdonnell Douglas-828, and 
Chinese-made Yun-7s, accord- 
ing to the China Daily. How- 
ever, because of the govern- 
ment's austerity measures, 
CAAC is also likely to acquire 
some Soviet-made planes such 
as the Tupolev 154, the Yak 42, 
or the Ilyushin 62, say aviation 
sources. 

Hie Soviets have stepped up 
their marketing of aircraft in 
recent months. While the Chi- 
nese prefer western airplanes, 
because they require less main- 
tenance and have better engine 
performance, the Soviets are 


FINANCIAL TIMES 
SURVEYS 


The Financial Times proposes to publish 
the following surveys in 1990 


TAIWAN TRADE & INDUSTRY - May 


HONG KONG - June 


NEW ZEALAND - July 


SINGAPORE - August 


MALAYSIA - August 


TAIWAN - October 


THAILAND - December 


For further details of these surveys please contact. 


Sarah Pakenham- W alsh 
1, Southwark Bridge, London SE1 9HL 
Tel: 01-873 3595 

Fax: 01-873 3079 Telex: 885033 FINTIM G 
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abl e to o ffer aircraft at much 
cheaper prices or as part of a 
barter agreement 

To meet long-term domestic 
air traffic demand, however, 
the Chinese still plan to 
develop their own trunk Jtne 
system by establishing a joint 
venture with a foreign aircraft 
manufacturer. This would be 
an enormous undertaking, 
involving the production of 150 
aircraft with each seating 250 
passengers. 

Two US companies, Boeing 
and M cdonnell Douglas, are 
competing for the contract. 
Before the end of this year, the 
Ministry of Aerospace Industry 
and the fihinn National Aero- 
Technolocv Impart and E x p o rt 
Coip (cScTare expected to 
flpiort their joint venture part- 
ner. 

“The Chinese have carefully 
cultivated relationships with 
both Boeing and Mcdonnell 


Southern from Guangzhou is 
expected to begin operating 
this year, while the sixth and 
final airline will eventually fly 
from Shenyang in the 
north-east 


In addition to breaking up 
rto separate airlines, CAAC 


into separate airlines, CAAC 
also split its operations into 
airport authorities and 
regional administrative organi- 
sations. However, CAAC stil l 
acts as a kind of bureaucratic 
superagency with regulatory 
powers, to an effort to raise the 
airlines’ technical standards, 
CAAC has adopted an informal 

mnanlHng arwuig Miumt With 

the US Federal Aviation 
Authority. 

Air «wd Lufthansa 

have also established a large 
aircraft overhaul «nd mainte- 
nance joint venture in Peking, 
Ameoo, to serve and maintain 
all of Air China’s fleet and ulti- 
mately to be aide to overhaul 
aircraft engines in Peking 
instead of returning them to 
the manufac tu r er to do the job. 


A Special C or re sp ondent 


Total capacity by region 
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Douglas,” one a v iati on source 
said. “They have bought a 
number of Boeings and have a 
joint production arrangement 
with Mcdonnell Douglas in 
Shanghai.” Under this axxange- 
meat, Mcdonnell Douglas and 
the Shanghai Aircraft Indus- 
trial Corp will co-produce a 
total of 25 MD-82s by 1991 for 
use In China. 

So far, the fa c tory has made 
13 aircraft. and % latest 
was turned ont last month 
ahead of schedule, according to 
an aviation source. Both sides 
are now negotiating an exten- 
sion of the agreement which 
would involve the further man- 
ufacture of between 10 and 20 
air c ra ft 

The Chinese aviation indus- 
try is not only seeking to pro- 
duce its own airplanes, but is 
also modernising many of the 
country’s airports, including 
Xian, Gailin, Shanghai, Hang- 
zhou, and Chengdu, among 
others. 

Since CAAC underwent, a 
massive reorganisation in 1987 
to improve management and 
efficiency, it has established 
four of six regional airlines. 
These are: Air China from Ber- 
ing, China Eastern from 
Shanghai, China South West- 
ern from Chengdu in Skdwan 
Province, and China 
North-West from Xian. China 


INDONESIA 


Home-grown 
talent starts 
to bear fruit 




FIVE YEARS ago Mr Murad 
Sumardi was an out of work 
architect kicking his heels 
doing part-time labour on a 
Jakarta bufldtog site. 

Today, just 33, he leads the 
comnuter-aided d e si gn team on 
Indonesia’s very first home- 
grown aircraft, a 50- s ea ter 
turbo prop which IPTN, the 
state aerospace, company, 
expects to be in production by 

the mid-1990s. 

ISs-stoiy to many ways typi- 
fies an organisation which has 
always seen itself more as an 
institute of learning than a 
folly fledged, business. Youth- 
ful, ambition s and not a little 
head strong, IPTN is today to 
the vanguard of Indonesia’s 
high-tech development effort. 

Led by the charismatic Dr 
jusuf HaHWa, the Minister of 
Rese arch and Technology, 
IPTN has relations with the 
best known foreign aerospace 
mmnanteg on a tajwe of deals 
from simple maintenance to 
design and airframe manufac- 
ture. Its factory at Bandung to 
the West Java hills -houses 
state of tte aril aitiriime assem- 
bly equipment, a wind tunnel 
research unit and an. engine ~ 
maintenance centre. 

Si nce b eing established in 
1976 IPTN has had a key Influ- 
ence on a whale generation of 
Indonesian scientists. Air Vice 
Marshal Suwondo. dire ctor of 
general affairs at IPTN; says 
To build an aircraft is easy. 
To train a wo r kfo r ce is much 
more difficult” Today’s staff of 
14,000, includes 1,000 engineer- 
1 tog graduates. Half the work- 
force are bachelors- The aver- 
age age is only 28. ' 

President Suharto’s backing 
has been vital to the project 
ever since he recalled Dr Habi- 
bie team Germany where he 
had been, a directin' with Mes- 
seradunirtB&kow-BIbhm. Like 
almost all Ind onesian -state 
Mmpgrrifrs IPTN publishes no 
financial statement One offi- 
cial said total investment was 
less than $2bn. The budget con.* 
to rise in spite of a less 
than impressive sales recant 
■ In addition it enjoys privi- 
leged import rights oh .key 
i i qmte niw> p las t ics , .steel and 
almntomm. Local carriers- are 
obliged to buy from the com- 
pany. and even the military’s 
spending plans are increase 
togjy linke d Jo offset arrange- . 
meats with IPTN. . * 

•' At the centre of its plans is a 
collaboration with Construc- 
ciones Aeronanticas (Casa), 
Spain's state-controlled aircraft 
manufacturer. It makes the 
fixed-wing multipurpose NC- 
212 and the jointly designed 
CN-235, a 44-seat short-hop air- 
craft which can be used for 
container use or as a troop car- 
rier. The company also assem- 
bles several rotary wing air- 
craft under license Including 
tile Aerospatiale Puma helicop- 
ter, MSB’S BO-105 and the Bell 
NB-4EL - 

Foreign aerospace comp anies 
are now looking at IPTN as a 
possible partner for component 
manufacture. Boeing, the 
world’s largest manufacturer 
of civilian aircraft is already 
making some $50m worth of 
parts for both the 737 and 767. 
thicker has a similar deal for 
its F-1Q0. The most recent con- 
vert is Airbus Industries which 
agreed a component deal last 
November to make wing flaps 
and cockpits which officials 


fit aviation terms, IPTN 
Is 'already beyond the 
point of no return* 


be leading ita Spanish partners 
on design innovation, flke the 
recen t additio n of “gl ass c ock- 

pit" wwwjm tw iml rHwwife >t{^n 

'• The company has yet to can- 
ciude its first export order for 
the CN-235, the pride of -the 
fleet. C urren tly .s& file planes 
made atJPTN goto the Indone- 
sian militar y or local rs n yi mn 
like Merpati, a • wholly-owned 
subsidiary of Garuda, the 
national airline. There has 
been Interest from private Htum 
jh the US. inflndlqg the Con- 
quest; Amines Cop of ‘Hous- 
ton. A joint marketing afA has 
been established with Casa to 
penetrate the US market 
In 1989 the Indonesian com- 
pany received another fillip 
when its Spanish partners 
agreed to guarantee the export 
of the CN-235 to the US - the 
first time any Asian-made 


plane haa won a p prov al from 
the US Federal Aviation 


the US Fe deral Aviation 

Ailmin^w ira Hon. 

Not discouraged. Dr Habi- 
bie’s latest scheme, the totally 
Indonesian designed N-250, will 
push the timite of XPTN’s aero- 
space capability even further. 
The plane is seen as a replace- 
ment for the country’s Fokker 
28 and 27. ft is nlftnnprf as a 
possible competitor In the 
export markets for the Italian- 
French made ATR-42, as a 
short-hop commuter plane for 
the southeast Asian region. 

In aviation terms, says an 
official, “we are already 
beyond the point erf no return. 


en 


say is worth as much as doom. 
IPTN is also planning joint 
aero-engine collab ora tion with 
RaflsRoyce of the UK. 

while some cynics dismiss 
this all as a commercial ploy 
by the foreign companies to 
sweeten their own efforts to 
<a>p planes to Indonesia, the 
rush of interest in subcontract 
work none the less , suggests 
that iptn mold carve itself an 
important niche In the increas- 
ingly global aerospace market 
It will also promote Indonesian 
technolog y know-how and pro- 
vide the. company with badly 
needed revenues. ■ . 

For even in the rarefied 
atmosphere of the IPTN board- 
room the :arguxnant8 for good 
housekeeping are beginning to 
have an impact Last year for 
the first time the co m pa ny' s 
budget came now under 
aimnai review. Previously it 
was assessed on a five-year 
haafa. Dr Habibte ’s lat est move 
is to Incorporate. IPTN mid the 
other companies under 
wing, as part of a new strategic 
Industry quango in order to 
stave off the . threat of possible 
privatisation. . 

The arguments for farther 
protection for IPTN are cer- 
tainly getting harder to sus- 
tain, even for Dr Habibie. 
Under the original agreement 
half of the parts for ev ery CN- 
235 are made by IPTN, either 
assembled at . Bandung or 
shipped to Casa. Dr Habibie 
recently, claimed 70 per cent of 
the plawp was now sourced to 
Indonesia, largely as a result of 
the cheaper la bour costs. Some 
observers say IPTN may even 


John Murray Brown 


Profile: Moehamad Soeparno, president of lata 


New broom with radical plans 


EVEN to these heady days of 
communist r e for m, it seemed 
an extravagant gesture to sug- 
gest that Aeroflot, the Soviet 
carrier banned from Ind on esia 
following a spying incident, 
should ferry the country’s Mos- 
lem pilgrims to Mecca. 

Yet when Mr Moehamad Soe- 
parno, new president of lata, 
then proposed that Garuda, the 
I stateowned airline that he also 
! beads, be floated as a public 
company, he received even 
shorter shrift from his govern- 
, ment colleagues to Jakarta. 

But Mr Soeparno is a hreezy 
character. Ambitious, with the 
looks of an old fashioned mati- 
nee idol, he in many ways per- 
sonifies the new breed of Indo- 
nesian b v«riue*P nnaw - 
In October he was appointed 
Pr ud ent of the International 
Air Transport Association 
(IATA> — a move which he 
says reflects growing interest 
not just in the Asia Pacific 
region, but to Indonesia and 
more particularly in Garuda. 

Last February after juggling 
with the accounts he proudly 
announced the company’s first 
profit for a decade. He then 
unveiled a jsobn expansion 
programme, to upgrade the 
fleet to take advantage of the 
projected growth In Asia 
Pacific air t raffi c . On a lighter 
note, in December he was 
again voted one of Indonesia's 
best dressed men. 

* Garuda has never been one 
of Asian’s more fashionable 


•Mines, bat Mr Soeparno is 
determined to change all that 
And atlATA be wants western 
airlines to pool resources in 
areas like staff training; to 
assist carriers in developing 
countries. 

“We are entering a service 
industry but sometimes the 
public expects too much. Take 
a flight to Medan for example. 
The Batak people complain 
there is too little meat The 


economy is growing, reflected 
to increased trade and invest- 
ment flows. The number of 
tourists is also up, and readied 
L3m in 1988 compared with 
700,000 to 1984. Over the period 
Garuda more than trebled its 
passenger income to rupiah &2 
t ril l ion (billion hfition), using 
the same number of staff and 
the same size of fleet “As a 
Dua to esa i i an you have to be 
optimistic once in yoar life,” 


At lata he wants western airlines to pool 
resources In areas ffice staff training, to assist 
carriers In developing countries 


people from Java say there is 
not enough rice.” 

An Indonesian sociologist 
suggested the reason for 
Garuda’s poor service was that- 
many of the stewardesses came 
from middle or upper class 
families and were less accus- 
tomed to wafting than to being 

waited on. 

There Is a need to 

expand the fleet. In 2989 
Garuda faced a serious short- 
age daring the Ha} piigrhnagft 
to ~Mecca when Garuda ferries 
60,000 pilgrims to 25 days. Air 
America was contracted to 
help out. 

Indonesia is strategically 
located in a region which is 
projecte d to be the fastest 
growing aviation market to the 
next dec ad e . Indonesia’s own 


However, the qpgPsiQB plan 
is not without its critics. In the 
early 1960s after going into the 
market for Airbuses the com- 
pany was left saddled with a 
large dollar debt which at one 
time stood at {L8bn. The com- 
pany still has outstanding 
debts of $380m, but officials say 
it should be paid off by 1993. 

Mr Soeparno says Garuda 
borrowed without the equity to 
back it up. The company also 
bought the planes without a 
proper marketing plan, he 
says. Garuda anticipated sharp 
growth in air traffic for its new 
wide bodied air c r af t, only to 
find that with the world-wide 
recession, and a slowdown to 
Indonesia’s own economy, 
many of planes spent more 


time on the tarmac than to the 
air. 

The company fa to much bet- 
ter health today althoug h no 
accounts are madg public. But 
some observers wonder 
whether the time fa right for 
increased spending. 

Mr Soeparno says the six 
McDonnell Douglas MD-iis and 
tight Boeing 737s will be 
financed by ipgrfug to avoid 
increasing the debt However a 
decision on the r emain der — 12 
Fokker 100, six Boeing 747 and 
nine Airbus A330 - has still to 
be made. 

Perhaps more controver- 
sially, Mr Soeparno has 
attracted comment for the way 
the children of President 
Suharto have been allowed a 
slice of the leasing contracts. 
Bhnantara, a company owned 
by Bam hang, the second son of 
President Suharto was 
appointed Garuda’s sole agent 
25E* 8 * f**® 1 accord tor the 

737s signed last year with 
International Finance of 
California. Bimantara was also 
Involved together with Hum- 
puss, a company owned by 
Tommy, the y o u nges t son of 
-President S uhar to, in forming 
a consortium with Guinness 
Peat Aviation to lease the MD- 
lis to Garuda. Businessmen 
aay Bimantara has been 
offered first refusal oh all 
future leasing agreements as 
weft. 


John Murray Brown 
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SINGAPORE 



skies policy pays off 


MENTION aags^ore ’and two 
mam wind: 

Singapore ■ Airline?, the 
national carrier, and Chang 
International Airport. One baa, 
in, Its worldwide advertising 
campaign the Singapore Gin 
- a byword Tor yoUtWal 
beauty coupled with .excellent' 
Infl i ght service, and the young- 
est and one of the most effi* 
dent fleets in the worid, op^ 
sting notMtop tang hauls; 

' The /other has, Hot tfr* 
two years, been voted the 
wwW’s best airport by the UK- 
based Business Traveflermag- 
axine, Chang «|m boasts 
numerous other awards for 
efficiency - and baggage 
retrieval. Its duty-free Asps 
are the world’s fifth largest m 
term of sales and are expected 
to become Asia's number one 
before 2000. 

Thirty years ag% 3O0JOOO pas- 
sengers and 30,000 aircraft 
movements were recorded fu 
Singapore; 20 years ago, the 
figures had iron to 1.7m and 
51,000 respectively. In 1981, 
when Chahgi Airport was 
opened, there were &lm pas- 
sengers, more than 63,000 air- 
craft movements and 800,000 
tonnes of airfreight. This year, 
the airport expects to handle 


some Xftn passengers and 
fiSOjOOO tonnes of aiilxeJgbt and 
bylSKv at (he heigbt of the 
forecast boom in Ada-Pacific 
travel, it expects to handle 20m 
passengers and libh tonnes of 
:ab: cargo- By 1995, one in three 
passengers wifi he an Asian. 

But there is more to Singa- 
pore tbsn SEA. gpd ffhflngi; the 
meuniaT Asian Aerospace, for 
example,fe the third largest 
aerospace event In the world 
after Faroborough and Paris. 
This month, outdoor space 
rented- has doubled while 
tndoro exhibition space is up 
by ball 

There are also superior air- 
craft repair facilities offered 
net only by Singapore Airlines 
but also by the Singapore Aero- 
space group which has begun 
forging Htifea for exam- 

ple with British Aerospace. 

Singapore has readied this 
agreeable state of affairs 
because of a strict adherence 
to an epen skies policy, its 
promotion, as SB air 
hub, and forward planning in 
anticipation of future needs. 

Blessed by its location at the 
crossroads of the world’s prin- 
cipal traderoutes, Singapore is 
will aware of its leading role in 
passenger and airfreight move- 


; 'k i : - -.‘Ft £ 
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Tokyo Airport, whore fho vhortafl* ht taeffiftes Inc* tewt 
dwcrlbadaf “trro w ndo um constraint on lh« wholo murieet 


meats. To this end, Singapore 
has hewed to a liberal aviation 
policy where air traffic rights 
are exchanged with other 
countries with reciprocal 
tights for the national carrier, 
ft-is trying to attract yet more 
airlines with as many weekly 
frequencies as possible and, in 
the process, linking itself with 
many more destinations 
around the world. 

T he Civil Aviation Authority 
of Singapore (Caas) has helped 
achieve this pre-eminence 
through the liberalisation of 
air service agreements to pro- 
vide for expanded scheduled 
service. This policy 1ms made 
the republic one of the largest 
and fastest growing interna- 
tional air services centres from 
which 51 airlines operate to XiO 
cities in 54 countries. 

Bbwever, Singapore Airlines 
has not always benefited from 
such reciprocity between 
national carriers. For instance, 
among the reasons for its stra- 
tegic alliance with US-based 
Delta Airlines was its contin- 
ued frustration with restric- 
tions on its US operations. Mr 
MiffTuwi Tan, 5ZA deputy man- 
aging director (Commercial), 
explained the Delta link-up 
thus: “We are not allowed to 
operate more than a daily fre- 
quency through Tokyo to the 
US because of an outmoded, 
one-sided restriction. We can 
only fly to the US via the 
Pacific «nd not the Atlantic.” 

This and other restrictions 
have made it difficult for SZA 
to take full advantage of the 
market opportunities on the 
US route. And yet. US carriers 
tan operate free of such limita- 
tions to *nH beyond Singapore, 
he pointed out 

"Any number of US carriers 
can fly to Singapore from any 
direction, trans-Atlantic or 
Pacific, and they can start 
from any US point,” he com- 
plained. The US hga cited an 
aviation impasse with Japan 
behind Its reluctance to con- 
sider Singapoi'e’3 appeal to 
remove the Tokyo restriction. 
Row that th£ bnpafcse has been 
broken, following the signing 
of a new US -Japan aviation 
agreement last November, SIA 
expects mere positive action. 

In fact, through a $360m 
share swap and 10-year mar- 
keting agreement with Delta, 
the third largest and most prof- 
itable American carrier, SIA 
can attain its goal more easily. 
It has sIbo negotiated a 
share swap and marketing 
agreement with Swiss-Air. hr 
the opinion of analyst Mr 
James^Hafoteadof Salomon. 
Brothers, the carrier will in the 
md&tuti term -be exploring - 
With D>rita : opportunities for 
access to' New Teak through Its 
preferred routing across the 
Atlantic. 

The longer-term benefits of 


SlA’s aflfgnran with Delta and 
Swiss-Air is to create the 
world’s first truly global air- 
line network covering 237 des- 
tinations in 64 countries on all 
continents with considerable 
opportunities, for revenue gen- 
eration and savings. 

SIA, for example, will get 
greater access to Delta’s sub- 
stantial US domestic network 
and there will also be greater 
potential for passenger trans- 
fers through timetable coordi- 
nation and the sharing of facil- 
ities at common destinations to 
.reduce the cost of route 
operations. 

Mr Halstead added that the 
Swissair deal would give SIA 
indirect access to markets In 
Africa, the Middle East and 
South America, which to date 
have proved economically 
unlustifiable. 

TO gear up for between 8 per 
cent and 10 per cent growth 
over the next five years, SlA’s 
immediate priority is to step 
up investment in aircraft, 
equipment and crew. It would 
rather have excess capacity 
than be caught shorthanded 
and without equipment. 

“We will recruit and train at 
a steady pace and acquire more 
aircraft options, whatever the 
economic weather. This may 
mean a temporary surfeit but 
it will allow us to ride the crest 
with the inevitable turn of the 
tide,” said SlA’s managing 
director Dr Cheong Choong- 
kong. The carrier has placed a 
J8.6bn order for 50 planes, com- 
prising Boeing 747-400& and 
McDounell Douglas MD-Us to 
be delivered between 1994 and 
1999. 

The Caas has not been idle 
in preparing for the expected 
upsurge in traffic. Among 
Cbangi's improved and expan- 
ded infrastructure facilities are 
the opening of a third cargo 
centre, the doubling of space to 
44 ,000 sq m for aircazgo for- 
warders in the airport’s free 
trade zone and, later this year, 
the opening of a second termi- 
nal at a cost of 3540m. All these 
plans are designed to substan- 
tially aid Singapore's efforts to 
become the region’s leading air 
cargo transhipment and distri- 
bution centre. 

The new second terminal, or 
T2 as it is eaned, will increase 
its total passenger-handling 
capacity to 20m a year, the 
largest in the Asia-Pacific 
region. 

The two terminals will be 
connected by a monorail, the 
first such facility outside the 
US and UK- : T2’s facilities 
include 51 shops, a business 
and medical centre, fitness 
complex, banks, auditorium 
and facilities for the disabled. 
Having so successfully planned 
for its future, Singapore is 
ready to soar. 


THAILAND 


Tourism fuels strong growth 


'ON DECEMBER 83, Thai 
Airways International (Thai) 
Sight TG741 was found to be 
i.000 ten. o£T course and . was 
forced to land at Ancborage in 
Alaska fawtead «f Pairing tta 
passengers direct from Seattle 
to Tokyo. Fears of & repeat of 
the-. Korean Airlines disaster 
five years eariter receded. Nav- 
igation equipment tu rn e d out 
to be faulty and was replaced. 

Those outside Thail an d 
might little suspect that ques- 
tions have been asked repeat- 
edly over the past year or more 
about the airline’s own admin- 
istrative navigators, Gohr a 
few weeks before flight TG741 
deviated from its course, Thai 
embarked on another series of 
changes >f direction amid 
much turbulence in the politi- 
cal atmosphere... 

None of this seams to hare 
affected Thai's popularity and 
prosperity. Fiscal 1989, which 
ended on September 30> saw a 
14 per cent leap in pre-tax 
. profit to a record Baht 74?hn 
(8288.9m); with revenue up l&fl 
per cent fo Baht 46.42m. 

Fart of fhe success is due to 
the upsurge in tourism and the 
. strung economy, which boasts' 
the world’s fastest rate of 

growth. Btrt the Thai economic 

miracle cannot alone explain 

the popularity of the aJrim e - 

The 7.4m passengers who 
flew fit fiscal. 1989 en.t to «f 
tier’s 4ft068 scbeduM fifehts 
to 49 cities in 80 countries 
could have chosen another car- 
rier 56 others eerve^ Bangkok. 
Instead; Thai was voted third 
best airime in the worfa last 
year by readers of. Executive 
Travel, after Swissair and Sing- 
apore Alrttnes. 

Thai’s ranking so close after 
Singapore Airlines in popufaj'- 
Jiy polls is important to Bang- 
kok as well as to the .airline. 
Officials, hope that Don Huang 
International Airport fill 
replace Singapore’? Cfe sgi as 
the . instil hub In south-east 
Asia. What at first appeared to 
bo u fahfa l thinking has started, 
to sound so credible that the 
Straits Times. newspaper of 
/Singapore recently g n Mwhed a 
detaflad comparison of the two 
aizports. . 

The figures showed Singa- 
pore still had the edge with 
more passengers. (l2J3m in 1988 


compared with Bangkok’s 
9 Am), more destinations (110 
against 86 in 1989) in more 
countries (54 against 53) and 
more flights (1,700 a week 
- against irfSOO), . 

Cargo facilities in Singapore 
are also better, with Easter 

taWfMMjfar pmgftt from n1an« tO 

plane or between plans and 
shite ifori - tete cmmn tB ticann ps 
is better. But although both 
airports are. expanding, and 
both have modem passenger 
and cargo terminals. Bang- 
kok's Don Huang is growing 
foster and costs are lower. 

The expansion ' of Don 
Huang’s pleasant passenger 
terminal is continuing, but 
ahtiady officials are starting to. 
ask whether a second airport 
aBdifldM bh&& The Transport 

. and (fo rnmimh-aHfflwt Ministry 

envisages traffic continuing to 
grow annually by about 20 per 


aviation facilities at Don 
.. Mnang , also depends on 
whether the Royal Thai Air 
FOrce continues to use the air- 
port as fts headquarters. Air 
Force commanders have indi- 
cated they are willing to move, 
but no date has been Bet 
But the importance of the 
Air Force is much more than 
simply a question of making 
airport space available. Thai 
Airways international comes 
under the supervision of the 
Transport and Communica- 
tions Ministry, but the airfine’s 
president is the (fommander in 
Chief of the Air Force, and 
many directors are Air Force 
officers. 

. From time to time, military 
politics can have repercussions 
on the airline, such as two 
years ago when the Govern- 
ment overlooked Air Chief 
Marshall Kaset Rqjananil, who 


. For years privatisation has been discussed 
but in practice avoided by the airline's senior 
hferprchft most of whom are drawn from 
the Air ' Force 


oust . ova: the next two or flare 

years, abOUt dotihU* the wwpnal 

-growth expected for the region 
over the next decade. 

The ministry .predicts traffic 
vrifj., leach the current capacity 
of l£m passengers and 430,000 
tonnes of cargo per year, in 
J992. Traffic forecasts tinder 
the original master plan envis- 
ages bring rea ched In 

•1991 A second termfoal at Don 
Huang would fake passenger 
: capacity, to between 28m. mid 
80m. per year tsy i§S4. --- - 

-The alternative of buUdhig a 
second airport on coastal 
marshland af Nang Ngoo Hao, 
south-east of Bangkok, was 
.first proposed in the 
1970s. But it w&s acr 
because of. opposition 
environmentalists and accusa- 
tions of corruption soon after 
the mftftaiy dictatorship was 
overthrown In 1973. . . 

This ftme round, fn spite or a 
heightened bhvirofrmental 
awarri^s, Bftje opposition has 
been heard, although, the 
rerived plan haa recrived httle 
puhhcftyyet, 

The ability to expand c&fl 


had been expecting the job, 
and Instead appointed someone 
pfcft to hppfl the airline. Lead- 
ing figures among Thai’s exec- 
utives suddenly found them- 
selves with severely reduced 
responsibilities. 

In the ensuing row, Mr Kaset 
was promised the job after two 
yean. The promise was hon- 
oured to October, and as Thai’s 
new president he has re-estab- 
lished much of the original 
team, including executive vice 
lent Chatrachai Bunya- 


Tfre Kaset-dhatrachai leader- 
ship has already been severely 
tested. Already in the past 
year, the airline has been over- 
. ruled on two issues. 

- First, the goveriment forced 
it to break the de facto monop- 
oly ehjoyedby General Electric 
in supplying engines for the 
airline's Boeing, Airbus and 
McDonnell Douglas jets. Thai 
will now buy some engines 
from Pratt and Whitney for the 
new. generation Boeing 747-400s 
it has ordered, as part of a deal 
that includes servicing facili- 
ties for Air Force jets. 


Advisers to Gen Chattehai 
Choonhavan, the Prime Minis- 
ter, also jaevented Thai joining 
Singapore Airlines and Cathay 
Pacific in a computer reserva- 
tion s yste m called Abacus. The 
advisers, who are keen to 
establish Thailand as a com- 
puter and data processing cen- 
tre, said Thai should only join 
Abacus if the main computer 
facilities were in Thailand, yet 
another aspect of rivalry 
between Thailand and Singa- 
pore. 

Cathay and Singapore Air- 
lines refused, and Thai is now 
joining Amadeus, the Europe- 
an-based system involving 
SAS, Air France, Lufthansa, 
and several other airlines. 

In the coming months, 
finance could become an 
important issue as Thai seeks 
to add new generation Boeing 
747s, MD-lls and Airbus 330s to 
its present fleet of 46 aircraft 
(eight Boeing 747s, 22 Airbus 
A300s, two A310s, three DC-lOs, 
three Boeing 737s, six Shorts 
arid two BAel46s). 

The main problem is a crim- 
ing of Baht L2bn per year cm 
all new public sector borrow- 
ing, a limit which has helped 
Thailand avoid severe foreign 
debt problems, but one that 
handicaps profitable, foreign 
exchange-earning strife enter- 
prises such as Thai 

Although special dispensa- 
tion has been given to Thai, a 
longer term solution could be 
partial privatisation, with a 30 
per cent stake offered to the 
public. 

For years, privatisation has 
been discussed but in practice 
avoided by the Air Force offi- 
cers who have been reluctant 
to give up their power. Mr 
Kaset repeated recently that 
national security would have 
to be taken into account in any 
privatisation plans. 

However, the stock market 
has proved so popular for spec- 
ulators that the air marshals 
might begin to enjoy th idea of 
acquiring shares to Thai In a 
country where such influence 
usually mqanB shady dealings 
and where state enterprises are 
notoriously unprofitable, 
Thai's success is therefore all 
the more remarkable. 

Peter Ungphakom 


John Elliott on Hong Kong airlines’ defensive strategies 

Slowly drawn into Peking’s net 


CHINA is asserting its 
influence in the Pearl River 
Delta in advance of its resump- 
tion of sovereignty over Hong 
Kong to 1997 and the nearby 
Portuguese enclave of Macao 
to 1999. Hong Kong’s Cathay 
Pacific Airways and Dragonair 
have both been drawn closer 
into Peking's net in recent 
weeks, and China's influence is 
also being felt on new airport 
projects planned by both Hong 
Kong and Macao for the 1990s. 

to the case of Cathay and 
Dragonair, China has helped to 
blunt Hong Kong’s basic busi- 
ness ethic of open competition, 
which has invigorated the Brit- 
ish colony for ISO years. 

This happened last month 
when Peking’s main foreign 
investment organisation, 
China Inte rnational Trust ami 
Investment Corporation ((Stic), 
linked up with Hong Kong’s 
dominant Cathay Pacific Air- 
ways to take over Cathay's 
only local passenger airline 
competitor, the small and loss 
matri^g Dragonair. 

Cathay and Its parent, Swire 
Pacific, now own 35 per cent of 
Dragonair (Citic has 38 per 
cent) and Cathay is managing 
the airline. Routes are to be 
rationalised which means Dra- 
gonair will initially concen- 
trate on China where the Brit- 
ish and Hong Kong 
governments hope to negotiate 
improved traffic rights soon 
with Peking, now that the 
Cathay-Dragonair dogfight is 
over. But the Peking-sponsored 
takeover also means that Dra- 
gonair’s five-year old Interna- 
tional aniWtinn» axe Hniahwl. 

It is also not yet clear 
whether Peking’s influence 
will be entirely constructive on 
Hong Kong’s plans, which are 
now serine alidad for a new 
HK$35bn airport at Chek Lap 
Kok off Lantau Island and 
HK$27bn associated road and 
rail BnW 

Although Mr Li Peng, Chi- 
na’s prime minister, recently 
told ffir David Wilson, Hong 
Kong’s governor, that he 
backed the colony’s economic 
development, there have been 
a steady stream of queries and 
qualifications from Peking 
about the large size of the air- 
port plans 

China’s political problems 
last summer have also had an 
impact on the growth of the 
region’s air traffic which fell 
sharply to the second half of 
last year as tourism dropped 
away. Hong Kong’s over- 


crowded Kai Tak airport han- 
dled about 16.2m passengers 
last year, which was only 61 
per cent above 3988's figure 
compared with a 20J> per cent 
rise to 1968. 

Forecasts for gnnnai passen- 
ger growth to the next two or 

three years have consequently 

been trimmed from at least 12 
per cent to only about 8 per 
cent, though what actually 
emerges wffl depend on Chi- 
na’s internal political situa- 
tion. Cargo bandied at Kai Tak 
last year totalled 730,000 
tonnes which was 5.2 per cent 
up on 1988 compared with an 8 
per cent forecast 

The sharp decline in passen- 
ger growth rates Is easing 
problems at Kai Tak which 
otherwise might have readied 
saturation point within a year 
or so. Now it looks as though 
frill capacity will be reached in 
1992, 

Various construction plans 


Macao hopes that a new air- 
line, probably Portuguese 
backed, will be run from the 
airport There to some specula- 
tion that Mr Stanley Ho, a 
Hong Kong-based entrepreneur 
who controls many Macao 
businesses and has a stake to 
the airport, might want Air 
Hong Kong to fill that role. Mr 
Ho recently bought bought a 
controlling stake to Air Hong 
Kong, a small freight carrier 
launched a year ago. 

The other airport, for Chi- 
na's domestic services, is bring 
built to the Shenzhen special 
economic zone adjacent to 
Hong Kong with a scheduled 

completion date of 1991-92. 
Along with Macao, it will help 
to ease pressure on Kai Tak 
before Chek Lap Kok is 
opened. 

There has been some criti- 
cism that three airports are 
being built at the same time 
within a radius of about 60 


In the case of Cathay and Dragonair, China 
has helped to blunt Hong Kong’s basic 
business ethic of open competition 


costing HK$3.6bn have been 
drawn up to Improve Kai Tak’s 
operations till the new airport 
1s ready in 1997. These include 
HK$2bn which will partly be 
used to attack the airport’s 
main problem of a lack of air- 
craft parking space by adding 
30 bays to the existing 39. 

Preliminary construction 
works on the new Chek Lap 
Kok airport, which is to be 
located on partially reclaimed 
land, are to start next year. 
The target is to have the first 
of two runways operational by 
1997, shortly before the June 30 
sovereignty handover to China. 
That runway will be capable of 
handling 28.6m passengers a 
year compared with Kai Talc’s 
24m marimmn- 

Meanwhile, two other air- 
ports are already under con- 
struction in the Pearl Delta. 
One is being built to interna- 
tional standards with a single 3 
km runway in Macao, 40 miles 
across the river estuary from 
Hbng Kong. This is relying on 
backing from Peking and it 
will provide direct access into 
China, as well as Macao, 
through separate immigration 
checks. China which has a 
one-third stake through a con- 
sortium which indudes the 
Bank of China. 


miles. But Hong Kong to par- 
ticular has been determined to 
have a new airport within its 
own territory. It consequently 
rejected suggestions a few 
years ago that a joint Hong 
Kong-China airport should be 
built on the border at consider- 
ably less cost than would be 
needed for reclamation sites 
like Chek Lap Kok. 

Hong Kong is trying to pro- 
tect its air traffic rights after 
1997 to order to secure as suc- 
cessful as possible a future for 
the British Swire-coutr oiled 
Cathay flirting which has been 
facing two main problems. 
First there is the onset of the 
1997 change of sovereignty. 
Second, there has been the 
allied problem of Dragonair’s 
emergence as a rival airline 
owned by focal ethnic Chinese 
entrepreneurs backed by the 
Peking. 

Swire reacted by floating 
Cathay onto the local stock 
exchange to 1986. This gave ft 
post-1997 viability because, to 
the terms of the 1984 Sino-Brit- 
ish declaration on the sover- 
eignty change, it became an 
airline “Incorporated and hav- 
ing its principal place of busi- 
ness” in Hong Kong. 

Cathay’s future was further 
underwritten in 1987 when 


Citic bought a 12.5 per cent 
stake. Now the latest joint 
takeover of Dragonair indi- 
cates that Cathay has estab- 
lished good links with Hoag 
Kong’s future sovereign rulers, 
which should help when it 
comes up against airlines 
belonging to the Civil Aviation 
Administ ration of China that 
are bound to want to enlarge 
their services to Hong Kong 
after 1997. 

Cathay also fought back by 
constantly opposing Drago- 
nair’s ambitions on all fronts. 
Now, however, it acknowledges 
that there can be a second- 
level regional feeder role for 
Dragonair, primarily with 
China but also with other 
nearby secondary destinations 
to countries such as the Philip- 
pines and Taiwan. 

However, it remains to be 
seen whether Cathay is pre- 
pared to go so far as .to band 
over its Peking and Shanghai 
routes to Dragonair. At present 
Dragonair does not have the 
necessary aircraft. - it has 
only five narrow bodied second 
band 737-200S. 

Cathay’s current passenger 
fleet consists of 17 Tristars, 
with one more being added in 
July, and 16 Boeing 747s 
including two 400s. Negotia- 
tions are now being finalised to 
give it 10 more 400s on firm 
orders with 16 more options, 
plus one or two 400s on lease. 

The first eight Tristars were 
bought new from Lockheed to 
the 1970s but the fleet has been 
enlarged in the past couple of 
years with second hand air- 
craft, mostly from Eastern of 
the US. These cost, just under 
$20m each after refurbishment 
which has enabled Cathay to 
expand its regional network 
relatively cheaply. 

The Tristars will gradually 
be replaced by Airbus A380s, 10 
of which are to be delivered in 
1995-96, with options for 
another 10 to 199097. 

That order book demon- 
strates Cathay’s mtifi fenKfi in 
its future. China may be 
extending its influence to and 
around Hong Kong, but Cathay 
believes it has gone a long way 
to protect its airline’s future: 
first through the 1984 joint dec- 
laration; second through the 
building of Chek Lap Kok; 
third by building itself into a 
high profile successful opera- 
tion; fourth by the expanding 
links with Citic, and finally by 
seeing off the mice ambitious 
f!hjna» ft- lBtirichati Dragonair. 
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Taiwan's top airline faces a new domestic competitor. Peter Wickenden reports 


Monopoly faces challenge at home 


TAIWAN'S peculiar position in 
international politics does its 
flag carrier, China Airlines 
(CAL), no favours. In spite of 
making record profits last year 
and reporting load factors of 
up to 90 per cent, CAL is able 
to fly on a limited number of 
routes and its efforts to open 
up new ones are continually 
stymied by pressure from the 
People’s Republic of China. 

It now faces a new challenge 
in the form of Evergreen Air- 
ways, established last April by 
the Evergreen group, which 
runs the world’s largest con- 
tainer shipping line. Innocu- 
ously named and with no gov- 
ernment connections, 
Evergreen is freer to secure 
landing ri gh t* in countries that 
do not recognise Taiwan and to 
carve out a share of the grow- 
ing Asian air travel market 

Although CAL is a private 
company owned by the non- 
profit-making China Aviation 
Development Foundation, it Is 
routinely referred to by the 
focal press as the state airline, 
and most of its 24 aircraft are 
leased from the government 

Its passenger flights cur- 
rently go to five US cities, and 
to 10 Asian cities, including 
Houg Kong, Tokyo and Bang- 
kok. Amsterdam is its only 
port of call in Europe, with 
flight refuelling at Dhahran in 
Saudi Arabia. Cargo flights, 
which accounted for 20 per 
cent of total revenue in 1988, 
also go to Luxembourg, Dubai 
and Dallas, gi ving CAL a total 
of 20 destinations. 

For the past five years, CAL 
and the Civil Aeronautics 
Administration have been 
striving to obtain landing 
rights, or set up joint venture 
ifewfa with foreign airlines. Hie 
main targets at present are 
Paris, London, Frankfort or 
Hamb urg, Vienna, Rome, Syd- 
ney and Vancouver. 

BIAS is currently the only 


European carrier to fly directly 
to Taipei. All other flights 
involve a change at Hang Song 
or another Asian city. Last 
year the British Business 
Group in Taiwan, a semi-for- 
mal chamber of commerce, 
wrote to British Airways' 
nhairm au Lord King urging 
him to establish a flight to 
Taipei. He replied that he was 
keen to do so, but that the mat- 
ter was unlikely to get the 
go-ahead until the Hong Kong 
question was settled. 

The Australian business 
community regards a direct 
flight to Sydney as a priority in 
improving bilateral trade rela- 
tions and attracting Taiwanese 
investment. Talks with the 
Australian government, and 
with Qantas have been going 
on for years. 

A breakthrough came last 
year, when Qantas set up a 
wholly-owned subsidiary, Aus- 
tralian Asian Airlines, specifi- 
cally to serve the Taipei-Syd- 
ney route. However, Taiwan 
government officials say it will 
remain a paper airline until 
the Australian government’s 
relations with Peking improve. 
Japan Airlines established 
Japan Asia Airways In order to 
continue serving both Taipei 
and Peking. 

CAL’s biggest worry is over 
Us flights to Hong Kong, which 
account for 21 per cent of reve- 
nue and may be curtailed 
when the colony reverts to 
Peking's control in 199?. 

CAL’s president, Mr Chi 
Jung Chun said the govern- 
ment hopes to maintain Its 
visa office there, and CAL 
would also like to continue its 
service. He is optimistic, point- 


mainland last year, and more 
th an half of thj in went via 
H<wg Kong. 

It is conceivable that the 
Civil Aviation Administration 
of China, the state agency 
which owns and runs main- 
land China’s airlines, will 
demand traffic rights to Taipei. 
The Taiwanese government 
said in January that it did not 
rule out the possibility' of 
direct flights to mainland 
China. 

Evergreen meanwhile has 
obtained landing rights for 
Singapore, Vietnam, the US 
and the United Arab Emirates. 
“We are. negotiating with all 
'major Aslan countries, such as 


CAL’s biggest worry 
Is over Its flights to 
Hong Kong, which 
account for 21 per 
cent of revenue and 
may be cut after 1997 


mg out that Peking would be 
unlikely to cut off the flow of 
hard currency generated by 
Taiwanese travelling to main- 
land China. More than 800,000 
Taiwanese visited relatives (or 
pretended to) on the Chinese 


Japan, Korea, Hong Kong, 
Thailand, Malaysia, the Philip- 
pines and Indonesia. We also 
keep very good contact with 
several European aMinea, said 
president Mr Frank Hen. 

"We feel optimistic about the 
opening of lawdtng rights from 
an the countries that we want 
to fly to. We are in the same 
political situation as CAL, but 
as a private company we have 
more flexibility in the negotia- 
tions. So we expect fewer prob- 
lems." 

With an expansion in Its 
lul wrt fl tiiYnal services fn minify 
CAL recently took a 19 per 
cent stake in Taiwan’s largest 
domestic airline. Far Eastern 
Transport. CAL is also adding 
new aircraft to its fleet to 
reheve pressure on severely 
over-booked trans-pacific and 
regional routes where Ameri- 


can are being increas- 

ingly ag gre ss i ve. . , 

In an effort to reduce 
Taiwan’s massive trade sur- 
plus with the US, the govern- 
ment last year ordered five 
Boeing 747400s, one B747-200F 
and four McDonnell Douglas 
MD-lls for CAL. The airline 
itself also ordered five Airbus 
A300Rs with one more on 
.Option. It is also considering 
replacing Its six A300B4S with 
A330s. These will bring CAL’s 
fleet up to 36 aircraft, with 
9,800 seats and 300 tonnes of 
freight capacity by 1993. All 
the 747s are to be used on 
trans- pacific and European 
flights, while the Airbuses will 
be used in the Aslan market 

Last October Evergreen 
ordered eight Boeing 747400s, 
four Boeing 767-30GEBs and 14 
H fr-Pnnnp n Douglas MD-lls in 
a $3.6bn deal, the biggest single 
purchase of American equip- 
ment by Taiwan. The govern- 
ment stipulated that new air- 
lines must buy new aircraft for 
passenger transportations. 

Evergreen’s aircraft are to be 
-delivered from 1992 to 1997, but 
Mr Hsu expects to start flying 
next year with leased aircraft. 
“Our plan is to serve North 
America and south-east Asia 
first, and Europe second. It is 
not our strategy to compete 
with China Airlines." He 
expects to break even after 
only two years of operation. 

Both the CAL and Evergreen 
purchases involve transfer of 
technology to Taiwan from the 
two US aircraft makers, to help 
Taiwan develop its fledgling 
aircraft parts industry. 

CAL made pre-tax profits of 
$122m in the first 10 months of 
1989. The previous year it made 
profits of 965J2m after tax. 

While China Airlines 
recruits retired air force pilots, 
Evergreen is training its own 
pilots at North Dakota Univer- 
sity and the International Air 


any great threat to its monop- 
oly from other Taiwan-based 
airlines for a year or two, it is 
up against increasingly stiff 
competition from Asian arid US 
carriers as Taiwan’s market 
continues to expand. 

To cope with Taiwan’s dou- 
ble digit growth over the past 
three years. United Airlines, 
North West, Philippine Air- 
lines, Cathay Pacific and Kor- 
ean Airlines have all Increased 
their flights to Taipei and 
Kaoshmg in the south of the 
island. The number of Taiwan- 
ese travelling abroad is expec- 
ted to double to 4m by 2000. 

Work has started on a sec- 
ond terminal for Taipei’s 
Chiang Kal Shek airport, 
which will double its capacity 
by late 1991. Attempts to 
increase the capacity of Kaos- 
iung airport have been ham- 
pered by protests over aircraft 
mdse, which forced the govern- 
ment to dose it at midnight 
each night 

CAL is also investing 
NTjSlSm on a near air cargo 
terminal for Taipei and $3LSm 
on a warehouse at JFK airport. 
The CAA recently formed a 
wian to try to make fihiai ng Kai 
Shek airport into Asia’s main 
hub for air cargo and it has 
already been chosen by Federal 
Express to fill that role. 

The government is consider- 
ing dropping string e nt restric- 
tions on foreign investment in 
this Industry by allowing Fed- 
eral Express to build its own 
warehouse at the airport at a 
cost of SSOm. It is also hoping 
attract other carriers to use 
Taiwan as a point of trans- 
shipment in order to rival and 
perhaps replace Hong Kong. 






The pleasure of sharing the genuine 
f warmth and charm of Malaysia never ends 


Wherever you fly. to over 70 destinations across 5 continents 
we'll welcome you the moment you step on board, as we would 
an honoured guest in our own home, sharing with you a world 
of enchantment that is Malaysia. 


Whether you are in the luxury of First Class, or the comfort 
of Golden Club, you'll enjoy the renowned inflight service of 
genuine warmth and charm that only Malaysians can offer, 


The pleasure of flying never ends, when you are on the inter- 
national airline with a modem fleet that includes the latest 


747-400 s. 

Experience it the next time you are heading for Australia or the 
Orient, on any of our daily flights to Malaysia that include 3 
fastest non-stops a week on Malaysia Airlines 747-400. 
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FOB RESUBVAHONS. CONTACT VOUR FAVOURITE TRAVEL AGENT OB MALAYSIA AKUNE& LONDON TEL: fOII Sf/mBOO PBESFU. 144190 


Service Company. CAL decided 
to start doing toe same after 
all 40 passengrara on a domestic 
Boeing 737 were killed in a 
crash last year that was afleg- 
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edly caused by pitot error. 
Though CAL will not face 
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A Boeing 747 und e rg oi ng repairs at Don Mueng airport In Thailand. Traffic is growing 
rapidly at the airport, which Is dosing the gap on Singapore as ttie region's main hub 


Growth of I n ter na tional sd iwlris d tntffic by iwtfona 1978-88: 
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SOUTH KOREA 


KAL under pressure to 
improve safety record 


WHEN air traffic controllers at 
Tripoli airport advised Korean 
Air flight 808 to divert : to' 
another airport due to thick 
fog; pilot Kim Ho-jung decided 
to ignore the warning. At stake 
was his good time-keeping 
bonus, promotion prospects 
and saving "face". 

The DC-10 crashed short of 
the runaway, wrecked several 
houses and burst Into flames. 
Seventy-two passengers and 
six people on the ground were 
lrtflpH 

The crash was the first in a 
series of incidents last year 
which focused the safety spot 
light on KAL and could not 
have come at a worse time for 
the world’s 10th biggest airline. 

In January the dvfl aviation 
bureau of the Transportation 


abroad this year. The biggest of putting passenger safety at 
surge has'been in the number — rtsk-rby-euttfagF -comers .for 
eif Koreans flying to Hong commercial reasons. .. 


Ministry found KAL guilty of 
violating 58 "safety and admin- 
istrative roles" and fined the 
alriine $44J»0 for eight “legal 
violations". 

Mr Lee Hon-Sok, the new 
director of the aviation bureau, 
revealed that the airline failed 
to report four minor accidents 
to the ministry- Three aircraft 
- two A 300S and a B-727 - 
were grounded, pending minor 
repairs. Repairs were also 
ordered to be carried oni on 18 
other aircraft. 

In jmwflflinnhig the results of 
a 2&day probe of the carrier 
carried ont by 40 aviation 
bureau officials, ministry offi- 
cials said the airline was seri- 
ously understaffed. 

As of last December, KAL 
failed to hire 234 of the 
required 2,151 cabin atten- 
dants. To add insult to injury, 
14 KAL pilots, scouted.by new 
rival Asiana Airlines, resigned 
the day before a new "no 
poaching" decree was Intro- 
duced.- KAL pilots, reacting to 
a flTiimp in public co nfidence , 
staged a bizarre rally at Kimpo 
International Airport in which 
hundreds of cockpit crew 
pledged to fly safely. 

Just a few months earlier 
the government bad - lifted 
restrictions on Koreans travel- 
ling overseas and KAL antici- 
pated a huge surge in profits. 
When the figures for last year 
came In. however. It was clear 
that the growth had not been 
as big as expected and that 
many passengers had foregone 
the usual nationalistic prefer- 
ence for KAL and flown for- 
eign qtrUnwa 

Safety concerns and sloppy 
service were cited as the main 
reason. Also last year, the 
newly inaugurated Asian Air- 
lines ended KAL’s 20-year 
monopoly on domestic fli g ht* . 

In spite of government 
wailing at the poor behaviour 


Kong, Manila and .Bangkok. 

Some 7.7m passengers used 
the two international terminals 
at Seoul’s Kimpo Airport last 
year, an increase of 33 percent 
over 1988. Domestic traffic 
increased by 40 per cent with 
69m passing through KUttpo’s 
domestic terminal. 

In anticipation of similar 
increases over the next few 
years the go v ernment is study- 
ing plans to build new airports 
for Seoul, the southern port 
city of Pusan, the tourist island 
. of ChsJu, ami one each on the 
east and west coasts. The Kor- 
eans hope to attract a signifi- 
cant portion of the regional 
traffic away from the con- 
gested airports of Japan. 

The travel boom has led to a 
stepping up of services by most 
carriers already based in South 
Korea and a rush by newcom- 
ers to negotiate landing rights. 
Improved relations between 


For the present the 
most crucial 
showdown facing the 
industry Is the 
dogfight between KAL 
and its new rival 
' ' Asiana 


Korea and its traditional Com- 
munist foes has led to opti- 
mism that KAL may soon have 
direct flights to Peking and 
Moscow. 

For the present the most cru- 
cial showdown facing the 
industry is the dogfight 
between KAL and Asiana. KAL 
was disdainful of its new rival 
at first. Asiana’s owner, the 
Ktmho group, which ope rate s 
bus routes and makes tyres, 
-was chosen over big league 
c om petitors such as famwimg 
and Byudnai for political rea- 
sons. It is one of the few busi- 
ness gro u ps with its roots in 
the sooth-west Gbofla region, 
which is less developed than 
the rest of the country and is 
an opposition stron ghold . 

In the first few months KAL 
showed no mercy and, when 
fligh ts were delayed, preferred 
to make passengers wait hours 
rather than book them on 
three-quartera - empty Asiana 
flights. Astana’s poaching of 20 


top KAL pilots rad around 100 
other fliftot engineers and 
ground staff did not help rota- 
tions. KAL was forced to hire 
Indonesian pilots to make up 
tor the loss. 

But it was the Tripoli crash 
which put the most severe 
pressure on the ah-fin^, Wgh- 
Ughtlng its controversial prac- 
tice of enco urag in g pilots to 
take rlsks in sticking to sched- 
ules. 

Executives of international 
airlines flying out of Seoul 
have repeatedly accused KAL 


and Mg spending frahH-g of fly 
hundreds of thousands of 
cash-rich Koreans taking 
advantage of relaxed travel 
restrictions, there is little sign 
of a stemming of the tide of 
overseas travel with more 
L5m people expected to go 


. In the chse nfCapt Hm, .foa> 
elgn airline executives were. 
Incredulous that such a land- 
ing was ever attempted. "We 
would have re-routed hours 
before,” said , the assistant sta- 
tion manger of a British flag 
carrier operating out of Seoul. 

In December, five months 
after the crash, Seoul’s Minis- 
try of Transportation filed 
ffwmlnsl charges a gahw* Capt 
Kim, revoked the licenses of 
his co-pilot and flight 
mechanic and ordered a two- 
month suspension - of KAL 
flights on the Seoul-Jiddah- 
TripaR route. 

It was a bed year allround 
for KAL. In another incident, a 
Korean Air jet hit five runway 
lamps and burst three tyres 
landing at Amsterdam's Scht- 
pol Airport when the pilot 
missed the runway by 20 
meters. In January, a KAL Jet 
"Mew” an engine shortly after 
take off from Jakarta, Indon- 
esia, and was forced to turn 
hack and make an emergency 
l an d ing . Another Jet bound to 
Tokyo has to return to Kimpo 
International Airport foMowing 
mechanical problems. 

Also to 1980 a US court ruled 
that the airline was partially 
responsible for the infamous 
shooting down of KAL flight 
007 by Soviet fighters in 1983 
after it apparently "wandered" 
into Soviet airspace. The court 
order ed Korean Air. (which 
cha n ged its name from Korean 
Air lines after the lnrfdent) to 
pay $50m to bereaved families. 

In the same week as the fil- 
ing of c ri m ina l charges against 
Capt Kim and his crew, a Kor- 
ean Air F-28 jet on a domestic 
flight crashed into flaiwen at 
Seoul's Kimpo Airport, injur- 
ing mote than 40 passengers. 
One passenger died in hospital 
later. 

Last year's crashes made a 
dent in the company's profits. 
"It effected our earnings a Uttie 
bit with the slight drop In the 
load factor,” said HirUwe 
spokesman Mr SMn Mu ChaL 
The airUne. which has 63 air- 
craft and files to 40 in 19 
countries, last year carried 
lL4m pass e ngers and 470,000 
t onnes of cargo Cup 9 pm cent 
rad 24 per cent respectively). 
Revenues for thq year were 
SLTAm. 

In Qpite of KAL’s opposition. 
Asiana rapidly dewrioped - and 
in January thin year inaogu- 
fgtad its first overseas route, 
between Seoul ami Tokyo. It ifl 
scheduled to open three other 
Japan routes by AprtL The air- 
line will begin flights to south- 
east Asia latex in fl y year, to 
the US next year rad- Europe 
to 1992. The c omp a ny operates 
mne leased Boeing 737-4Q0S and 
plans to boost its fleet- to 30 
atiwaft by 1894* 


Michael Breen 
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